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FEDERAL SAVINGS AND LOAN BRANCHES 


TUESDAY, FEBRUARY 16, 1954 


UNITED STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON SECURITIES, INSURANCE, AND BANKING, 
Washington, PPC: 

The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 10 a. m., Senator Prescott Bush (chairman) presiding. 

Present: Senators Bush and Frear. 

Senator Buse. The committee will please be in order. 

In opening the hearings, the chairman would like to make a state- 
ment. 

The Subcommittee on Securities, Insurance, and Banking is con- 
ducting this hearing on Senate bill 975. This bill, introduced by 
Senator Maybank, for himself and Senator Capehart, would amend 
the Home Owners’ Loan Act of 1933, as amended, in such manner as 
to restrict the authority of the Home Loan Bank Board in authorizing 
branch offices by Federal savings and loan associations. The bill 
provides that branches of Federal savings and loan associations may 
be authorized by the Home Loan Bank Board, which has general 
supervisory authority over Federal savings and loan associations only 
in States where savings and loan associations chartered by the State 
or mutual savings banks are permitted by law or by the practice in 
the State to operate branch offices. 

Without objection, 5. 975 will appear in the record at this point. 

(S. 975 follows:) 

(S. 975, 883d Cong., 1st sess.] 


4 BILL To amend the Home Owners’ Loan Act of 1933, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection (e) of section 5 of the Home 
Owners’ Loan Act of 1933, as amended, is hereby amended by inserting ‘‘(1)” 
after ‘“‘(e)’’ and by adding the following paragraph at the end thereof: 

(2) An association may retain or establish and operate a branch or branches 
under the following conditions: 

“(A) An association may retain and operate such branch or branches as it 
may have in operation on the effective date of this paragraph, the establishment 
and operation of which had been approved by the Home Loan Bank Board. 

“(B) If, after the effective date of this paragraph, a State savings and loan 
association is converted into or consolidated with a Federal savings and loan as- 
sociation, or if two or more Federal savings and loan associations are consoli- 
dated, such converted or consolidated association may, with respect to any of 
the associations, retain and operate any of their branches which are in lawful 
operation on the date of such conversion or consolidation. 

“(C) An association may, with the approval of the Home Loan Bank Board, 
establish and operate new branches within the State in which the home office of 
such association is situated, if such establishment and operation are at the time 
expressly authorized to State savings and loan associations or mutual savings 
banks by the law of the State in question, or, in the absence of any such law, if 
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such establishment and operation are at the time in conformity with the practice 
within the State with respect to branches of State savings and loan associations 
or mutual savings banks, except that no approval of the State authority having 
supervision over State savings and loan associations or mutual savings banks 
shall be required, and such new branches shall be subject to the same restric- 
tions as to number and location imposed by the law of the State or the practice 
within the State with respect to branches of State savings and loan associations 
or mutual savings banks. No branch of any Federal savings and loan associa- 
tion shall be established outside the State in which its home office is located. 
The Home Loan Bank Board shall, before approving or disapproving an appli- 
cation of a Federal savings and loan association to establish and operate a branch, 
give consideration to the same requirements as are set forth in this subsection 
with respect to the granting of charters of Federal savings and loan associations. 

*“(D) No branch of any Federal savings and loan association shall be estab- 
lished or moved from one location to another without the prior consent and 
approval of the Home Loan Bank Board. 

“(E) The term ‘branch’ as used in this subsection shall be held to include 
any branch savings and loan association, branch office, branch agency, addi- 
tional office, or any branch place of business located in any State or Territory of 
the United States or in the District of Columbia at which shares are issued, sold, 
withdrawn, repaid or repurchased, or money is lent, or dues or dividends are 
paid or credited, or any other savings and loan business is carried on. 

“(F) The words ‘State savings and loan association’ or ‘State savings and loan 
associations’, as used in this subsection, shall be held to include savings and loan 
associations, building and loan associations, cooperative banks, and homestead 
associations organized and operated according to the laws of the State, District, 
or Territory in which they are chartered or organized.” 

Senator Busu. Unusual interest in this bill has been engendered 
by the fact that the Home Loan Bank Board recently proposed amend- 
ments to its rules and regulations which concern the authorization to 
establish branches. Hearings by the Board were conducted on these 
proposed changes on F ebruary 1, 1954, but no decision on the imple- 
mentation of these rules and regulations has been published by the 
Board. 

A total of 19 witnesses have requested that they be granted an 
opportunity to appear before the committee and express their views 
on this bill. It is my belief that as the hearings progress, all the 
salient features both pro and con will be developed, and that some of 
the later witnesses will find that the points they intend to cover in 
their testimony have been presented by other witnesses. 

It is not the desire of the subcommittee to preclude any interested 
parties from the presentment of their views. However, due to the 
large number of witnesses, it will be appreciated if any witness, who 
finds that a portion of the testimony which he will give has been pre- 
viously presented to the committee, will file his statement for the 
record and confine his remarks to that portion of testimony which 
contains new material and information. 

In other words, we want to avoid duplication, after we have heard 
a dozen or so witnesses, as much as possible. The question involved 
here is whether the Congress shall establish policy in connection with 
the branching privileges of Federal savings and loan associations, or 
whether, as is the present case, they leave it to the Home Loan Bank 
Board to establish that policy. 

That is one question: Should the Congress settle the policy; and 
the second question is: If that is what the committee thinks, then 
what should that policy be? So our testimony, I hope, will be directed 
to those two major points. 

It is the custom of the subcommittee to invite testimony first from 
the governmental agency which is affected by proposed legislation. 
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The first witness this morning was to have been Mr. MedAllister, 
Chairman of the Home Loan Bank Board. Unfortunately, he has 
been called from the city and necessarily could not be present this 
morning. 

The views of the Home Loan Bank Board will be presented by Mr. 
William K. Divers, formerly Chairman of the Board, and now a 
member of the Home Loan Bank Board. Mr. Divers. 


STATEMENT OF WILLIAM K. DIVERS, MEMBER, HOME LOAN 
BANK BOARD 


Mr. Divers. The first part of my statement is to cover the provi- 
sions of the bill and the effect of the bill. I will later discuss the 
reasons for the views of the Board. 

Mr. Chairman and members of the committee; it is my pleasure to 
report that the instrumentalities created by legislation processed in 
this committee—the Federal Home Loan Bank System, the Federal 
Savings and Loan System, the Federal Savings and Loan Insurance 
Corporation—are in excellent condition and are contributing sub- 
stantially to the sound condition in which we find the thrift and home- 
financing institutions of the country today. 

S. 975 would amend the present law so as to provide specific con- 
ditions under which a Federal association may retain, establish, or 
operate a branch or branches. The principal effect of the proposed 
legislation would be to limit the establishment of branches to those 
cases where a State-chartered savings and loan association or mutual 
savings bank under the same conditions would be permitted to 
establish or operate a branch. 

Specifically, the principal limitation is stated as follows: 

An association may, with the approval of the Home Loan Bank Board, establish 
and operate new branches within the State in which the home office of such associa- 
tion is situated, if such establishment and operation are at the time expressly 
authorized to State savings and loan associations or mutual savings banks by the 
law of the State in question, or in the absence of any such law, if such establish- 
ment and operation are at the time in conformity with the practice within the 
State with respect to branches of State savings and loan associations or mutual 
savings banks. 

In addition, S. 975 would not permit two merged institutions to 
keep both offices, even though it would not increase the number of 
financial institutions in the community. It would prohibit branches 
for moving to new locations within the same municipality within a 
radius of 1 mile without the approval of the Board, as it may do at 
present. It would prohibit associations from establishing agencies 
for rental collections and real estate management unless branches 
were permitted by State laws. All of these considerations, however, 
have been overshadowed, so the merits of the bill up to the present 
time have rested largely on an evaluation of the restriction regarding 
branches for the handling of savings. 

Before discussing the merits of S. 975, it is necessary and appropriate 
to describe the present procedure by which Federal associations obtain 
and operate branch offices. 

The Home Loan Bank Board recognizes and endorses the dual 
Federal and State system as to financial institutions and follows a 
policy whereby it will not approve an application for a branch office 
in any State where branches or the equivalent thereof are not permitted 
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to State-chartered financial institutions accepting savings from the 
public and engaging in home mortgage financing by either State law 
or practice. It, therefore, does not believe that the proposed legislation 
is necessary. 

In considering applications for branch offices, the Board always 
applies the same tests that it applies to applications for charters of 
Federal savings and loan associations. These tests are set out in 
section 5 (e) of the Home Owners Loan Act of 1933, as amended, 
which provides as follows: 

No charter shall be granted except to persons of good character and respon- 
sibility; 

Nor unless in the judgment of the Board a necessity exists for such an institution 
in the community to be served; 

Nor unless there is a reasonable probability of its usefulness and success; 

Nor unless the same can be established without undue injury to properly con- 
ducted existing local thrift and home-financing institutions. 

While the act does not require it, the Board gives opportunity for 
hearings and the presentation of protests in connection with branch 
office applications, just as it does with applications for new charters. 
If the application apparently meets the tests described earlier, a date 
is set for a hearing on the ¢ applic ation, notice of the hearing is published 
in a newspaper of | general circulation in the area in which it is proposed 
to establish the branch, and a copy of the notice is sent to the State 
supervisor. If no objections are filed within 10 days before the date 
of the hearing, the Board may dispense with the hearing. However, 
if objections are filed, and if notice of intention to appear is given, 
then the hearing is held before a hearing officer in the Board room in 
Washington. 

At some hearings, dozens of witnesses have appeared and very 
voluminous briefs, arguments, and exhibits have been filed; exten- 
sions of time are granted, and in general the Board has leaned over 
backward to make sure that interested parties are given the very 
fullest opportunity to state their objections to a proposed branch. 

Copies of the hearing record are made available to interested 
persons. We have always followed this procedure, even though it 
is not specifically required by law or regulation and even though it 
frequently involves considerable expense to the applicant association. 
In this connection, I know of but few instances where savings and 
loan associations have ever been given an opportunity to present 
their views on a proposed application for a branch of a commercial 
bank. 

Notwithstanding this, representatives of commercial banks fre- 
quently present their views at hearings on applications for branch 
offices for Federal savings and loan associations and have never been 
denied this opportunity. We are not critical of any supervisory 
authority, and we do not seek to inject ourselves into their affairs, 
but we wish to point out that this committee, if it is seeking to enact 
legislation which would put competition on an even basis, might 
consider a requirement that no national Federal Deposit Insurance 
Corporation insured or member bank of the Federal Reserve System 
be granted a branch without public hearing, with published notice 
and an opportunity for the public, including savings and loan associa- 
tions, to be heard. 

Based on this hearing, a determination would be made as to neces- 
sity, and whether the branch could be established without undue 
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injury to existing financial institutions, including thrift and home- 
financing associations. Should there be a double standard? Should 
our Board continue to consider the effect of new savings and loan 
offices on commercial banks when no attention is paid by some bank- 
ing supervisors to the effect of new commercial bank branches on 
savings and loan associations? 

Will this legislation protect the soundness of financial institutions 
or will it lead to competitive advantages for commercial banks? 

The Board has felt that adherence to its well-known policy on 
branch offices was adequate, but in view of the apparent concern 
over branches from time to time, it recently proposed to incorporate 
the policy into a regulation. 

The key specific language in the proposed regulation is as follows: 

No application to establish a branch office will be approved by the Board where 
the location of such branch office, or the number of branches which the applicant 
would have if such application were approved, would not be permitted by law or 
practice in the State, district, or Territory in which the home office of the appli- 
cant is located with respect to branches or branch offices of any one or more types 
of financial institutions located in such State, district, or ‘Territory, authorized 
to provide savings, thrift, or home-financing facilities to the public: Provided, 
That the Board may approve, for a Federal association, as branch offices, any or 
all existing offices of two or more associations involved in any merger into such 
Federal association where any one or more types of financial institutions located 
in the State, district, or Territory, authorized to provide savings, thrift, or home- 
financing facilities to the public, could be permitted to do the same: And provided 
further, That, for the purpose of determining practice in any State, district, or 
Territory within the meaning of this section, the operation of chain, group, or 
affiliated financial institutions sball be regarded as the operation of branch offices, 
and the term ‘branch office,’ for the purposes of this section, shall include any 
office of a financial institution at which savings may be received. 

This proposed regulation was published in the Federal Register of 
December 19, 1953, and public hearing was held on February 1. In 
proposing a regulation which would limit and circumscribe its own 
authority, the Board is apparently doing something unique among 
administrative agencies. It is so unusual that one of the witnesses at 
the recent hearing argued that the Board could not impose restrictions 
upon itself in this fashion. 

I shall now turn to S. 975 itself. 

The Home Loan Bank Board is opposed to the enactment of 8S. 975. 
Our opposition is based on two principal factors: First, there is no 
need for any Federal legislation on the subject of branches; and, sec- 
ondly, the proposed legislation would arbitrarily and unwisely prohibit 
the establishment of branches for Federal associations in half of the 
States of the Union and would be contrary to the public interest and 
the national housing program. 

With respect to point 1, the enactment of S. 975 is unnecessary 
because the present procedures are fair and equitable and provide elab- 
orate safeguards which, in our opinion, effectively insure against the 
unwise, and harmful, or ill-advised operation of branches by Federal 
associations. It is believed that not one branch office which the 
Board has approved has lacked justification on the basis of the com- 
munity’s need or has caused undue injury to existing institutions. 

Restrictive legislation is not necessary for still another reason. Fed- 
eral savings and loan associations have fewer branches, relatively and 
absolutely, than any other type of financial institution. This is an 
incontrovertible fact. To me it is an amazing paradox that repre- 
sentatives of financial institutions which have thousands of branch 
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offices would complain of, and ask restriction on, Federal savings and 
loan associations which have fewer than 200 branches throughout the 
country. 

The figures speak for themselves. Here is a tabulation of branch 
offices maintained by Federal savings and loan associations, commercial 
banks, and savings banks, as of December 31, 1953. 

(The table referred to follows:) 


Tabulation of branches, Dec. 31, 1953 


| 
‘ I es ss Number of 
Number of | Number of | branches for 





| institutions branches | each 100 units 
ale ee _ neta aap 
Federal savings and loan associations | 1, 604 | 198 12 
Banks, members of Federal Reserve System _- | 6, 743 4, 220 63 
All commercial banks j 13, 981 | 5, 626 | 40 
Mutual! savings banks (operating in only 17 States) - 528 246 51 


You will see from that, Senator, that the Federal savings and loan 
associations, with 1,604 charters, have 198 branches, and the number 
of branches for each 100 units is 12. 

Banks that are members of the Federal Reserve System: There 
are 6,743 charters, 4,220 branches, and the branches for each 100 
units are 63. 

All commercial banks, 13,981 charters, 5,626 branches, and the 
number of branches for each 100 units is 40. 

Mutual savings banks, operating in only 17 States, the number of 
institutions are 528, and the branches for each 100 units is 51. 

As we look at the figures which show approximately 12 branches for 
every 100 Federal savings and loan associations as compared to 63 
branches for every 100 member commercial banks and 51 branches 
for every 100 savings banks, one wonders if the restrictive legislation 
is directed at the proper institutions. Commercial banks in the last 
2 years established 500 branches, nearly 2% times as many branches 
as have been granted to Federal associations in 20 years. 

One of the most frequent purposes or possible justifications for 
legislation to restrict branch offices is related to the prevention of 
monopoly or prevention of the concentration of banking power. Here 
again we find that the Federal savings and loan system is the one least 
in need of legislation. ‘The savings and loan business is one of the 
finest examples of small business. It is one of the few major industries 
or businesses in the country where no one unit represents as much as 
1 percent of the total business. The largest savings and loan associa- 
tien in the country on December 31, 1953, had assets of only six-tenths 
of 1 percent of the total savings and loan assets. 

While the largest 10 commercial banks have approximately 20 
percent of all commercial-bank assets in the country, and the largest 
10 savings banks have approximately 24 percent of all savings-bank 
assets in the country, the largest 10 savings and loan associations 
have less than 5 percent of the savings-and-loan assets. Surely this 
is the business in which there is the very least danger of monopoly 
and concentration of power. Unlike other financial institutions there 
is not even an opportunity for indirect control and manipulation 
through holding companies, interlocking directors, stock control, and 
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the other methods by which apparently independent companies are 
sometimes controlled in the financial world. 

Furthermore, as pointed out by the United States Circuit Court in 
the case of the North Arlington National Bank v. Kearny Federal 
Savings and Loan Association (187 F. 2d 564), holding that the Board 
had authority to permit branch offices, the historical reasons back of 
the branch-office provisions of the National Banking Act are entirely 
different from those back of the Home Owners’ Loan Act. Savings 
and loan associations do not do a general banking business nor serve 
commerce and industry but are set up for the purpose of providing 
thrift and home financing, and their powers are, generally speaking, 
limited to these two functions. Their general lending area is limited 
to a radius of 50 miles of their home office. 

Senator Busu. How is that limitation imposed, by regulation in 
vour office? 

Mr. Divers. By law, in the Federal Savings and Loan Insurance 
Corporation Act. 

Senator Busu. It is a matter of law? 

Mr. Divers. That is right. 

Senator Busu. It is not a matter of regulation? 

Mr. Divers. That is right. 

Senator Busu. The limitation is presently 50 miles from the home 
office. 

Mr. Divers. That is our recollection. 

Senator Busn. It applies to all States? 

Mr. Divers. It applies to all insured institutions. Yes. Their 
lending area is limited to 50 miles for conventional loans. Now, 
when it comes to GI loans, the Congress passed a law which permits 
them to make or purchase VA-guaranteed loans any place in the 
United States, and I think the same thing applies to FHA loans. 
Again, that was by legislation and not as an action of our board that 
those steps were taken. 

By the very nature of the limited operations which they are per- 
mitted to carry on, there is no danger of any single association 
becoming a giant financial monopoly or dominating any community 
or area. 

Now with respect to the second point, that S. 975 should not be 
enacted because it would unwisely and arbitrarily restrict the es- 
tablishment and operation of branches in half of the States. The 
board has always been of the firm conviction that the primary justi- 
fications for the establishment of any savings and loan facility are 
necessity and public interest. We feel that every application should 
be considered on the basis of the best possible service to the community 
and to the public in general. 

Limits naan in State statutes, such as one branch for each asso- 
ciation, or to a branch if the association applying 1 is located in a city 
of over a " oneeal population, would appear to be directed solely at 
prohibiting the growth of such associations rather than to the need of 
facilities in the area and the public interest. Such limitation in our 
opinion are not in keeping with section 5 of the Home Owners’ Loan 
Act. In the congressional debate on this section it was brought out 
that there were thousands of localities in the United States in which, 
under existing State law, savings and loan association facilities were 
not available and the absence of such facilities was one of the com- 
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pelling motives for the adoption of that portion of the Home Owners’ 
Loan Act. The chartering of over 1,600 Federal associations and 
the chartering of many new State savings and loan associations has, 
to a significant degree, corrected the siuation existing at that time, 
but it is not yet wholly corrected and there are still numerous com- 
munities unserved by savings and loan facilities. Some of these 
communities will remain unserved if branches are not permitted. 

Under 8. 975 a Federal association could not obtain a branch regard- 
less of public interest or community necessity in those States which 
do not permit State-chartered savings and loan associations or mutual 
savings banks to operate branches. Since mutual savings banks 
operate in only about one-third of the States, that portion of the test 
is of limited significance. Our examination of the proposed bill and 
the various State laws lead us to the conclusion that Federal asso- 
ciations would be prohibited from branches or additional offices in 
24 States. In some of these States savings and loan associations have 
not developed adequately and it is a virtual certainty that it will not 
become the practice to have branches for State savings and loan 
associations. 

Ironically it is in some of these States where the need for new 
savings and loan facilities is probably the greatest. In 16 of these 
24 States where savings and loan associations are prohibited from 
having branches, commercial banks may have branches. In addi- 
tion, there are at least six States in which chain banking for banks 
is permitted and the resulting situation is virtually the same as 
branch banking. 

We do not think that the Congress would want to sound the death 
knell for branches of Federal associations in these 24 States simply 
because the State-chartered savings and loan business does not enjoy 
privileges under discriminatory State laws or for other reasons. On 
the other hand, Congress has repeatedly concerned itself with improv- 
ing, stabilizing, and smoothing out the flow of mortgage funds through- 
out the country. Savings and loan associations are now providing 
38 percent of all of the home loans in this country. That is a far 
larger portion than any other type of financial institution provides. 
Furthermore, it is the only source of home funds which is continuous 
and regular and does not violently expand or contract as a result of 
outside forces such as changes in interest rates on Government bonds 
or corporate securities. 

The importance of the savings and loan mortgage function was 
dramatized last year when there was great discussion about the 
tightness of mortgage money as virtually all lending institutions 
except savings and loans chose to place their investment funds in 
more attractive securities and restricted their home loans. 

The President has deemed housing and home financing of such 
special importance that it was one of the few subjects on which he 
delivered a special message to Congress. 

In his housing message of January 25 he dwelt at great length on 
the need for adequate home-financing facilities and a stabilized mort- 
gage market. Similarly, his economic message stressed the impor- 
tance of home production on the national economy and the importance 
of a regular flow of mortgage money in all areas of the country. 

I conclude, therefore, the President believes that the maintenanc e, 
expansion, and improvement of home-financing facilities is one of the 
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most important objectives in the financial field. Accordingly, it 
would seem most unwise and ill advised to enact legislation which 
would discourage or retard the growth of savings and loan associa- 
tions which are furnishing more than $1 out of every $3 that goes 
into home financing. I am convinced that legislation which would 
permit the establishment of needed branch facilities of Federal asso- 
ciations in 24 States and unduly restrict them in many other States 
would have this effect. 

It is well known that the move to the suburbs is continuing and 
that more and more of the urban communities’ business is being 
conducted in suburban shopping area These rapidly growing com- 
munities are the very areas which nee ‘i nearby and convenient home- 
financing facilities, but which frequently cannot in their earlier stages 
support a newly organized savings and loan associaiion. 

In many of these communities banks will have branches, but this 
will not necessarily satisfy the need in the community as commercial 
banks as a whole do not engage extensively in making long-term home- 
mortgage loans, and many such banks make very few of these loans, 
which is quite proper when the demand for commercial loans equals 
or exceeds the loanable funds of commercial banks. For every dollar 
that is saved in an association, about 92 cents goes into home loans 
in the community whereas only 6 cents of the dollar deposited in 
commercial banks on the average goes into home financing. 

In summary, | would like to say this to the committee. This whole 
question of branches has involved problems and controversies for al- 
nost as long as we have had banking. It is a delicate question to 
handle in practice and it is a delicate question to handle in legislation. 

As stated, we have proposed a regulation on branches and held 
hearing. The hearing was attended by the board members and the 
views of all concerned were heard. An opportunity was given for the 
filing of additional statements. 

And, incidentally, Senator, I would like to say that the transcript 
of the record of that hearing is now available and I will be glad to 
make copies available to the members of the committee and their 
staff. 

Senator Busn. We should like to have a copy, but not to put in 
the record in full. If you would submit it we would like very much 
to have it. 

Mr. Divers. We will make copies available to the members of the 
staff and members of the subcommittee, as well as to any other wit- 
nesses who are interested here. 

We believe there is merit in some of the points made at the hearing 
and are considering some changes in any event in the proposed regula- 
tion. 

The proposed regulation is another indication that the board wants 
to work these things out fairly and squarely with every possible 
consideration to the well-being of all financial institutions and the 
practices within the States. 

Therefore, the board respectfully suggests to this committee that 
you not approve S. 975 as we believe it is not needed and would not 
serve the public interest. 

Senator Busu. Let me ask you a question about the operation of 
these banks. I have heard that some of these savings and loan asso- 
ciations have offered inducements for people to open an account there 
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such as giving them radio sets or television sets. Has that come to 
your attention? 

Mr. Divers. Yes, sir; it has come to our attention. It has been a 
matter of concern. We have a regulation that has been drawn—I 
don’t know whether this bas formally been proposed—which would 
permit the value of such items to $2.50. 

In other words, if they wanted to give away pens or pencils, or rulers 
or advertising novelties of that kind, they could do so. 

Senator Bus. Is it true that the organization of savings and loan 
associations is such that it is virtually a mutual ownership? 

Mr. Drivers. That is correct, sir. 

Senator Busu. If a man is given a television set to come and open 
a new account, others who have already opened the accounts without 
inducement are in effect subsidizing him with his television set. 

Mr. Divers. That is right, and as bolder of an account I would 
resent it. 

Senator Busn. As a board I would think you would prevent it, too. 
It is a very bad practice. 

Mr. Divers. I might also mention that some of the savings banks 
have done it. 

Senator Busu. I wouldn’t think that would make it any better. 
The only thing there is that there is some differentiation in that a 
savings bank depositor 

Mr. Divers. They are mutual institutions. 

Senator Buss. That is right. In my view there isn’t very much 
difference except that the bank does have what the *y call a deposit 
liability which is different from the liability that is cecilia in the 
case of these savings and loan assoc iations where the »y have a share, 
really. But I don’t think that difference justifies that type of bait at 
all. 

I would like very much to see that practice cleaned up. If it isn’t, 
I think it is an appropriate matter for the Congress to legislate on, 
insofar as the Federal institutions are concerned. 

Do you agree with that? 

Mr. Divers. I think this is indulged in by not many of the Federal 
savings and loan associations. The board has spoken out against 
the practice. We have proposed a regulation. 

As a matter of fact, I would be glad to put a copy of the proposed 
regulation in the record if you would like to have it inserted at this 
place. 

Senator Busu. Well, I think that might be a good idea. If you 
would send it down, we would like it put in the record. : 

Is there objection to that? If there is no objection, it is so ordered. 

(The regulation referred to follows:) 

The Home Loan Bank Board is considering proposing a regulation dealing 
with give-away programs carried on by savings and loan associations, the accounts 
of which are insured by the Federal Savings and Loan Insurance Corporation. 

The proposal under consideration would provide, in substance, that no insured 
institution shall give away, or offer, promise, or obligate itself to give away, money 
or any article of merchandise as a gift, premium, or other reward for any account 
of an insurable type where either the amount or the duration of such account, or of 
any increase of or addition to such account, is a condition of eligibility for such 
gift, premium, or reward; and no insured institution shall give away, or offer, 
promise, or obligate itself to give away, any gift, premium, or other reward for 
the opening of any account of an insurable type that has a monetary value in 
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excess of $2.50, which value, in the case of merchandise, shall be determined by 
the price paid for such merchandise by the insured institution. 

Senator Busu. You say there is no need for any Federal legislation 
on the subject of branches. That is based on your assumption that 
the Home Loan Bank Board has wisely used its authority, with 
restraint has used care in giving branching privileges, and therefore 
no need exists; is that right? 

Mr. Divers. I believe so; yes, sir 

Senator Bus. On the other hand, there are some places where you 
are restricted by the practice in a State. You restrict yourself to 
the practice in a particular State, don’t you, in giving branching 
privileges? 

Mr. Divers. We have recently; yes, sir. 

Senator Busu. Even though your authority doesn’t require that? 

Mr. Divers. That is right, sir 

Senator Busn. You don’t think it would be proper for the Congress 
to establish the policy by law for you? 

Mr. Divers. Well, no, sir, 1 wouldn’t say that. That is entirely 
up to the Congress as to whether they wish to legislate on this matter 
or not. 

Senator Busu. We are soliciting your opinion about it. 

Mr. Divers. In our opinion, we believe we can handle it and we 
believe that the changes that are desirable from time to time make it 
easier to do it by means of regulation rather than legislation. 

Senator Bus. When you say there is no need for Federal legislation 
it seems to me you are saying that the policy is one which the Congress 
does not have anything to do with, that it should really be left to the 
Board. 

Mr. Divers. No, sir; we recognize that we are a creature of the 
Congress and if Congress wants to legislate on it, that is certainly 
their business. 

Senator Busu. You say the proposed legislation would arbitrarily 
and unwisely prohibit the establishment of branches for Federal 
associations in half the States of the Union and would be contrary to 
the public interest and the national housing program. 

Would it arbitrarily and unwisely prohibit the establishment of 
branches in half the States of the Union? Is that a fact? 

Mr. Divers. Yes, sir. 

Senator Busu. If you continued your present policies you likewise 
would be inhibited to that extent, too; would you not? 

Mr. Divers. No, sir, because under 5. 975, we would be prohibited 
in authorizing branches for Federal savings and loan associations in 
a number of States where commercial banks may have branches. 
Whereas, under our policy and under our proposed regulation, we go 
to the broadest pattern, and if commercial banks could have branches, 
we would feel free to authorize them. 

Senator Busy. Would the passage of 5. 975, in its present form, 
require you to reverse your field in connection with any licenses you 
have outstanding at the present time? 

Mr. Divers. No, sir. As I recall, the way S. 975 is drawn, it would 
permit the continuation of any branches which had been authorized 
by the board. 
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Senator Busu. Would there be any already established which 
would be in conflict with the new policy, if that exception were not 
made? 

Mr. Divers. Yes, sir; there would be. A limited number, I would 
say, however. 

Senator Bus. Why do you think that the commercial banks are 
so anxious to have us pass this bill? 

Mr. Divers. I look upon it as a competitive matter. It is one way 
of reducing the competition that they would have, by legislation. 

Senator Busan. You think that is their principal interest then? 

Mr. Divers. Yes, sir; I believe so and I don’t think it has anything 
to do with the soundness of financial institutions. 

Senator Busn. Do they question the soundness of your Federal 
savings and loan associations? 

Mr. Divers. Well, they haven’t raised the question, sir. 

Senator Busu. They haven’t raised it? 

Mr. Divers. No, sir. 

Senator Busx. I hadn’t thought that they had. 

But you think their reason for wanting these restrictions is purely 
to protect their own business; is that it? 

Mr. Divers. I believe so. 

Senator Busn. Senator, do you have any questions? 

Senator Frear. Mr. Divers, under the terms of this bill, you would 
be permitted to have branches of Federal associations in any State, 
where the State law provides branches for State savings and loan 
associations, would you not? 

Mr. Divers. Yes, sir. 

Senator Frear. Do you think then, that the passage of this bill 
would interfere with your program that you state in here, giving aid 
to the welfare and the benefit of the public? If the State feels that 
it is not necessary to have branch banking for its State, why do you 
think a Federal agency should move in, under Federal regulations, 
and provide a service that a State does not deem it desirable to give? 

Mr. Divers. I believe it for this reason. There are several 
States—and I have a list of 7 to 9 of them here, where the State 
chartered savings and loan associations just have not developed under 
the State laws in those States. There are only 3 or 4 or 5 State char- 
tered associations and in some there are none, or 2 or 3, and in those 
States it is not likely that the State chartered savings and loan associ- 
ations will develop, or if the public interest or necessity requires it, 
that the legislature will provide legislation which would permit 
branches to those State chartered institutions. They just don’t cut 
any figure in the financial and economic life of that State. 

Senator Frear. Is it true that the State chartered association 
serves the same purpose as the Federal chartered association? 

Mr. Divers. Yes, sir, to a large extent they do. 

As a matter of fact, you will recall that we have about 2,500 State 
chartered institutions that are members of the Federal home loan 
bank system, as opposed to 1,600 Federals, and likewise the accounts 
of about 1,600 State insured institutions are insured by the FSLIC, 
about an equal number to the Federal savings and loan associations 
chartered. I could mention some of those States to you if you would 


like. 
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Senator Frear. What I am trying to determine in my own mind is: 
If a State savings and loan association serves the same purpose as a 
Federal savings and loan association, I am not quite able to under- 
stand why you think that this bill would be a restriction on the service 
given to the people of that community. It could be given through a 
State organization, perhaps, instead of a Federal organization; is 
that not true? 

Mr. Divers. The legislation is on the books, both in the Federal 
law and in the State law, that if a local group wants to organize a local 
thrift and home financing institution, they may do so. 

I might say that where we have concurrent applications from a group 
to organize a new association, or another existing association wants a 
branch, we give preference to the new group. 

Senator Busu. I think this is in line with the Senator’s questioning: 
Why is it more attractive for a group to start a Federal savings and 
loan association than it is to start one under State charter? 

Mr. Divers. I don’t think it more attractive, necessarily. The 
State supervisor from Texas is here to testify. It is my recollection 
that there are more State-chartered savings and loan associations 
that are being organized in Texas than there are Federals and, as a 
matter of fact, some of them that formerly operated under Federal 
charter are now converting to operations under a State charter. We 
don’t object to that or interpose any barriers at all. 

Senator FREAR. [t would not prohibit what you said in answer to 
the Senator’s question, would it? 

Mr. Divers. No, sir. I just wanted to point out we don’t push 
Federal associations at the expense of State chartered associations. 
We are interested in the benefits to the publie of both types of savings 
and loan associations. 

Senator Frear. That is what I wanted to get clear in my mind, too, 
Mr. Divers. Your interest is having the public served with an insti- 
tution that can give them money for housing? 

Mr. Divers. That is right. 

Senator Frear. It is the service that you are talking about? 

Mr. Divers. That is correct. 

Senator Frear. You have told me that State associations can give 
equal service to Federal associations? 

Mr. Divers. That is correct. 

Senator Frear. You have said that in the State of Texas there are 
probably more State associations than there are Federal associations. 

Then, if in the few States that you have mentioned where the State 
associations, or the association of State associations, has not been 
active in trying to get legislation passed for the branch associations, 
would it not be far better for you as a Federal Board to assist those 
States in promoting their State associations, rather than saying that 
we should go in with Federal associations into that State, because of 
their inactivity? 

In other words, instead of putting Federal associations in, why could 
you not go into the State and lend your assistance and experience to 
those State associations in promoting just what you said that you 
would like to do, that S. 975 might prohibit you from doing? 

Mr. Divers. We could do that except that we have never attempted 
to promote anything. We have felt as a Federal agency we should 
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not go out and conduct a selling campaign for either type of institu- 
tion. 

Senator Frrear. All right, then, if these States that would prohibit 
you from going in, if they want your services, let them come to you. 

Mr. Divers. That is right. 

Senator Frear. You say S. 975 would prohibit your going to 
them? 
aa Divers. It weuld prohibit our extending the service—well, not 

’ but it would prohibit the local board of directors of a Federal 
sav aude and loan association from extending the services of that asso- 
ciation to the public in outlying neighborhoods, or in adjacent com- 
munities until such time as the State legislature saw fit to change the 
law. 

Senator Frear. It would not prohibit a State association from 
organizing in that community and doing business? 

Mr. Divers. Not at all. 

Senator Frear. It would not prohibit a Federal association from 
organizing and doing business in that community, would it? 

Mr. Divers. No, sir. 

Senator Frear. Then, why wouldn’t the facilities of that com- 
munity be served by either of those two? Why would it be neces- 
sary to have a branch of a Federal association to give proper service? 

Mr. Divers. I suppose it is the fact that people in that local com- 
munity haven’t banded together to organize a mutual thrift and home 
financing institution in that community. After all, these aren’t stock 
companies and the people who get together have to do a lot of work 
in raising the initial capital shares. We require that they underwrite 
the capital losses and deficits in operations over the course of the first 
few years, and to the average businessman in the community there 
is very little incentive, except “public spirit and pride in his ¢ ommunity, 
in order to get one started, and sometimes an existing institution feels 
that they can provide that service to the community. 

Senator Frear. Does your organization think they could provide 
the stimulus necessary in the community that you have mentioned 
by putting a branch in there that otherwise wouldn’t have that 
stimulant? 

Mr. Divers. Well, I don’t know. That depends on local condi- 
tions. I mean, we have never attempted to stimulate interest either 
in new institutions or branches. We leave that up to the communities 
themselves. 

Senator Frear. I don’t want you to think that I am trying to 
condemn what you have said here. I am trying to clarify in my own 
mind if S. 975 is a good bill or is not a good bill. 

I am certainly a strong supporter of having facilities available to 
persons who want to borrow money to construct and build their own 
home. I am 100 percent behind that. If there are not sufficient 
local organizations with capital that can do that, then I think they 
must go to some other source to obtain that capital. 

I can see, in certain instances, where urban communities may have 
a rapid growth, and the facilities may not be available for the expan- 
sion of building industry there that may be required. I can see where 
they might have to go out of their own area to get that desired capital. 

On the other hand, I am a very strong supporter of the policy of 
creating interest in the locality that needs these services. I don’t like 
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to see the Government, or institutions with the name ‘Federal’ on 
it—I don’t know that that is a stigma in all things—but I do wonder 
if we should sit here and try to promote things on a national basis 
where we really think that the initiative should come from the local 
community. 

Mr. Divers. Well, the stimulation doesn’t come from us under any 
circumstances, That comes from the community, and I know there 
is nobody here who would dispute that statement, that we don’t go 
out and attempt to organize new associations or encourage branches 

Senator Busu. Do you think the use of the word ‘Federal’ is bad? 

Senator Frear. Well, I don’t know that I would want to put either 
“Federal” or “National” on such an association going out in the field. 
I guess I am just a ea bov and I like to see the stimulus used 
come from that ar I don’t like to see them dependent upon the 
Federal Giverilieis or a Federal association, chartered by the Fed- 
eral Home Loan Bank Board. I would like to see them completely 
independent if possible. If they can’t, and the resources are not there, 
I still want people to have homes and they must still get the capital 
I don’t want to inhibit the operations of the Home Loan Bank Board, 
if it is going to restrict homeowners in localities where capital is not 
available. 

Senator Busn. Mr. Divers, in your policy concerning branches, 
despite the fact that vou do enjoy almost unrestricted freedom at the 
present time, it has been your policy, has it not, to conform pretty 
closely to the practice of the States with respect to thrift institutions? 

Mr. Divers. Our policy has changed over the course of the last 5 
or 6 years. I think that I could say in the beginning we had the 
opinion that our power was unrestricted and we made our decisions 
based solely upon the determination of need in the community. 
Subsequently, we changed that policy to one where we announced we 
would grant no branches to Federal savings and loan associations in 
those States where the State had forbidden branches to all types of 
financial institutions. 

Senator Busn. You imposed that limitation on yourself to comply 
with State practices? 

Mr. Divers. That is correct. 

For the past year, we have been following a State practice with 
reference to State-chartered savings and loan associations, mutual 
savings banks and commercial banks, with the one exception that in 
those States where chain banking, group banking or affiliated banking 
was present, we considered that as branches for purposes of applica- 
tion of our policy. 

Senator Busn. Would you not want to continue, perhaps by your 
own policy, or perhaps by policy established by the Congress, to abide 
by the policy set by the State for brane hing privileges within the 
State? Don’t you think that woul : a wise? 

Mr. Divers. As I expressed it, sir, I believe that is our policy at 
the present time, and I believe we are 5 tying to continue it. 

Senator Busu. Wouldn’t you want to continue along those lines, 
rather than change your policy or have the Congress change your 
policy, so as to, let us say, liberalize it with respect to branching, so 
that vour institutions might be more favored in branching privileges 
than similar State institutions? You wouldn’t think that would be 
wise, would you? 
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Mr. Divers. We wouldn’t want to go beyond that policy. 

Senator Busa. Whatever is the polic: vy within the State, or the 
practice, you have no desire to be treated any differently than that, 
or to treat your associations any different from that? 

Mr. Divers. No, sir. 

Senator Busx. I have no more questions. I think we may want 
to call you back, or Mr. McAllister. 

Mr. Divers. Mr. MeAllister will be available on Thursday morn- 
ing, sir. 

Friday afternoon, a close business associate of Mr. McAllister’s of 
over 30 years died at his home at San Antonio and he felt he should 
go down there for the funeral, and couldn’t get back by this morning. 
He expresses his regrets to you and wanted you to know he will be 
available on Thursday morning. 

Senator Busu. We would appreciate it if you would stand by until 
he does come back. We would like to have you here in case we want 
to call you up to answer some questions that may come up in connec- 
tion with other testimony, or have someone here who can act for you. 

Mr. Divers. I will be here or have my general counsel here. 

Senator Frear. I believe Mr. Divers has been very much interested 
in this. He has always given very fine testimony before this committee 
and is always willing, I believe, to answer the questions that have 
been asked of him by members of the committee. 

He has been rather forthright in his answers. Even though the 
Senator from Delaware hasn’t always agreed with his answers, he 
does his best to give them. 

Senator Busu. Thank you very much, Mr. Divers. 

The next witness is Mr. Paul A. Warner and Mr. Joseph E. Perry, 
of the American Bankers Association. 


STATEMENTS OF PAUL A. WARNER AND JOSEPH E. PERRY, 
AMERICAN BANKERS ASSOCIATION 


Mr. Warner. My name is Paul A. Warner. Iam president of the 
Oberlin Savings Bank Co., Oberlin, Ohio, which is a small commercial 
bank. We have slightly over $4'million of deposits, roughly $2 mil- 
lion of which are savings deposits. Some years ago, I served as sav- 
ings and loan supervisor for the State of Ohio, and subsequently as 
chief examiner of the Federal Home Loan Bank Board. | appeal 
today as chairman of the committee on Federal legislation of the 
American Bankers Association’s savings and mortgage division. It 
is my purpose to introduce Mr. Joseph Earl Perry to present the 
views of the American Bankers Association on S. 975. 

However, I would like to say that my own experience over the many 
years as an officer of several small country banks has given me a close 
insight into the fears of many of our country banks “with respect to 
the future of our financial structure if the Home Loan Bank Board 
or any other Federal agency is permitted to make its own rules and 
regulations without regard to the laws of the several States. As a 
former savings and loan supervisor, I believe their fears are valid. 

We would like to see the banks and the savings and loan associa- 
tions work together in giving the best possible service to the people 
of the country. Such regulations are not possible under the present 
situation and we believe the passage of S. 975 would go a long way 
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toward the solution of current branch problems which will worsen 
unless some legislation of this type is enacted. 

I take pleasure in introducing Mr. Joseph Earl Perry. 

Senator Busu. You say that you have these fears, in the Home Loan 
Bank Board, or any other Federal agency, if it is permitted to make its 
own rules and regulations without regard to the laws of the several 
States. 

Presumably, here that refers only to branch bank policy regulations? 

Mr. Warner. Yes, sir. 

Senator Busu. In other words, you are not talking about the gen- 
eral question, because obviously they have to have some power of 
regulation, do they not? 

Mr. Warner. Yes, sir. 

Senator Busy. So this would apply to the question of branch 
banks? 

Mr. WarRNeER. Yes, sir. 

Senator Busu. Do | infer, then, that you think the Congress ought 
to set the policy on that question? 

Mr. WaRNER. Yes, sir. 

Senator Busu. You think the Congress should make the policy and 
not the Home Loan Bank Board? 

Mr. Warner. In this matter, I think so. 

Senator Busn. Thank you very much. 

Mr. Perry. 

Mr. Perry. My name is Joseph Earl Perry. I am president of the 
Newton Savings Bank in the city of Newton, Mass. Prior to 1940, 
I was the executive head of the Waverley Cooperative Bank, a State- 
chartered building and loan association, which was a member of the 
Federal Home Loan Bank System. From 1940 to 1944, I was com- 
missioner of banks for the Commonwealth of Massachusetts—and may 
I interpolate, in that capacity, I had supervision of all the State- 
chartered building and loan associations—and during 1943 and 1944 
was the president of the National Association of Supervisors of State 
Banks, which association includes in its membership all of the bank 
commissioners of the United States. 

Since 1944, I have been president of the Newton Savings Bank, a 
mutual savings bank with close to $50 million of assets and the third 
largest member of the Home Loan Bank System in Massachusetts. 
In 1952, I was president of the savings and mortgage division of the 
American Bankers Association. 

At this hearing, I am representing the American Bankers Asso- 
ciation, whose membership includes more than 98 percent of the 
15,000 banks of deposit in the United States. 

The American Bankers Association wishes to be recorded in favor 
of the enactment of S. 975, which is a States rights bill regulating the 
establishment of branches by Federal Savings and Loan Associations. 

The proposed legislation is based on the wise and successful experi- 
ence of nearly a century of administration of national banks, and the 
much longer experience of balancing States rights and Federal preroga- 
tives. It will correct the unfortunate experience of the last 2 decades 
resulting from the omission in the original statute of any provision 
regulating the creation of branches of Federal Savings and Loan 
Associations. 
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The first record of anything resembling a commercial bank in the 
United States appears to have been the Fund of Poston, which began 
business in 1681, and the first building and loan association was the 
Oxford Provident Building Association which was organized in 1831 
in Frankford, which was part of what is now Philadelphia. In the 
intervening years, both these types of financial institutions have 
spread into every State in the Union and each individual State, out 
of its long experience, has determined what it thinks is the practice 
with respect to the establishment of branches which will best serve 
and safeguard its own people. 

National banks came into existence in 1863 and they, too, have 
spread into all the States, but, within each State, after long experience, * 
Congress prescribed as their policy for the establishment of their 
branches whatever State policy governed the creation of branches of 
their local counterparts, namely, the State-chartered commercial 
banks. 4 

When the Federal Savings and Loan Association System was 
created in 1933, those in authority, in establishing Federal Savings 
and Loan Association branches, followed for several years the principle 
which applied to national bank branches and adopted whatever local 
State law or practice applied to the creation of branches for their 
State-chartered counterparts, which in these instances were the State- 
chartered building and loan associations. 

In more recent years, the Home Loan Bank Board, in authorizing 
the Federal Savings and Loan Association branches disregarded, and 
in many cases openly defied, State practices and even State statutes 
on the ground that such practices and such statutes were not applicable 
to Federal Savings and Loan Associations. 

Senator Bus. Are you going to give us some illustration of that, 
of where they openly defied State practices? 

Mr. Perry. | haven’t it in this prepared statement, but I can do 
that. 

Senator Busu. That seems to be a very serious charge, and I 
think we should have some positive illustration of it. 

Mr. Perry. It is believed that the State supervisors of banking in 
every State, and the overwhelming majority of the soundest bankers 
in the country, regard this attitude as far more dangerous than the 
mere establishment of branches. If a board in Washington, from 
which lies no appeal and which sets its own standards for decision, can > 
create an interstate system, or even an intrastate system of Federal- 
chartered savings and loan associations in complete disregard of State 
interests or States rights, it will constitute a grave threat to the system 
of dual banking. ; 

The American Bankers Association has long defended the mainte- 
nance of the checks and balances inherent in the dual banking system 
as a protection to both Federal- and State-chartered banks. When- 
ever the preservation of the dual system of Federal- and State-chartered 
savings and loan associations is threatened, we believe the dual bank- 
ing system is likewise jeopardized. 

5. 975 is a fair and simple bill which clarifies the situation by adopt- 
ing the principle so long and so successfully followed in the case of 
national banks, namely, to restrict the establishment of branches of 
Federal Savings and Loan Associations so as to prevent nationwide or 
interstate branch activities and to require the establishment of 
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branches in each State to be subject to the same limitations as apply 
to the branches of their counterparts, the State-chartered building and 
loan associations. 

Within the past year, the Home Loan Bank Board has somewhat 
modified its previous attitude and has recently held a public hearing 
on a proposed regulation which would somewhat restrict its former 
policies with regard to the permission to establish branches of Federal 
Savings and Loan Associations, but the ove rwhelming testimony at 
the hearing was opposed to the establishment of such & regulation. 

The opposition was on two diametrically opposed grounds: One, 
that the regulation was too broad and all inclusive, and the other that 
the proposed regulation was too restrictive. The net result of the 
hearing was to demonstrate clearly and unmistakably the position 
which has been taken consistently from the beginning by the American 
Bankers Association, namely, that the establishment of Federal sav- 
ings and loan branches is a matter which should be made a part of the 
statutes governing the Federal savings and loan system. Moreover, 
the shift in policy “of the Board in the. past year might as quickly shift 
again in the other direction at any time in the future. 

In creating the Federal savings and loan system, the Congress, in 
section 5 of the Home Owners Loan Act, expressly designated them 
to be “local thrift and home-financiang institutions.” Thus, the 
Federal savings and loan association is a distinctive type of thrift 
institution designed to be primarily of a local nature and to be a 
Federal-chartered counterpart of the State-chartered building and 
loan associations. 

They are, and should be, basically different from banks of deposit, 
and in the establishment of branches, it would best serve the interest 
of the public over the long range that they have the same rights 
granted to their State-chartered counterparts, namely, the State- 
chartered building and loan associations. The Home Loan Bank 
Board’s right to charter new associations is sufficiently broad to give 
every segment of the public adequate savings and loan association 
facilities and at the same time keep within the branching patterns of 
State-chartered building and loan associations. 

The American Bankers Association urges the euactment of Senate 
975 on the ground that such legislation will be in the public interest 
and will be beneficial over the long range as well as in the immediate 
future by removing a serious cause of conflict within the banking and 
thrift systems of the country and by preventing the invasion of States’ 
rights. 

Senator Busu. Let me ask you about this question of thrift accounts. 
How long have the commercial banks been running these thrift 
departments which, in effect, take loans and lend out money on mort- 
gages, the same as these savings and loan associations do? How long 
has that been going on, as a general practice? 

Mr. Perry. I am afraid I can’t give you a very accurate answer to 
that. I think it has varied in different parts of the country, in some 
sections running back a long time, but nationwide, I suspect that has 
been a development of relatively recent decades. 

Senator Busu. I was wondering whether the history of the situation 
wouldn’t show, perhaps, the commercial banks finding the savings 
and loan business rather attractive and profitable, so they opened up 
departments to operate in that field? 
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Do you know whether history would prove that, or not? 

Mr. Perry. Let me say this, Senator, that while I was head of the 
savings and mortgage division of the American Bankers Association 
and for some years prior to that, head of their corresponding com- 
mittee, we had a good deal of difficulty getting some commercial 
banks in some parts of the country to go into this thrift end of it. 
They seemed to be more interested in the commercial end of it. 

Senator Busu. On the other hand, they have gone into it in a big 
way in the last 10 or 20 years, have they not? 

Mr. Perry. Since the depression, they have come more and more 
to get into the thrift end of it. 

Senator Busy. Now, you say this on page 2, in speaking about ® 
this proposed legislation. You say: 

It will correct the unfortunate experience of the last two decades, resulting 
from the omission in the original statute of any provision regulating the creation 
of branches of the Federal savings and loan associations. a 

Tell us about that unfortunate experience of the last two decades. 
What is that? 

Mr. Perry. It has been a constant source of irritation—I suspect 
disproportionately irritating as compared to the amount of actual 
dollars and cents involved. 

Senator Busu. What do you mean by irritation? Who is irritated? 

Mr. Parry. Let us take, for instance, the case that you are inquiring 
about, upon which I did not give the citation—I purposely omitted 
it because I did not want to bring a local situation in, but right there 
in my own State of Massachusetts, we had a State law which spe- 
cifically limited the establishment of branches of thrift institutions. 

That law was well known to the Federal Home Loan Bank Board. 
At their hearings and at every other opportunity, that statute was 
presented to them, the bank commissioner opposed, the attorney 
general of the commonwealth opposed, and they still went ahead 
and established two branches which could not have been established 
under our State law. 

Senator Busu. Was that the unfortunate experience of the last 
two decades? 

Mr. Perry. That is a specific instance in Massachusetts. 

Senator Busu. Can you cite any others? 

Mr. Perry. I think I can, sir. I would be more accurate if I 
submitted a written statement later, but there have been a number , 
throughout the country. It has been a pretty consistent and pretty 
constant source of irritation. They varied in their attitudes. Some- 
times they restricted themselves and sometimes they didn’t. 

Senator Busu. Has the irritation been caused by practices or ’ 
policies of the Home Loan Bank Board, or rather, by the increase of 
competition that results from the establishment of these institutions, 
under the law? 

Mr. Perry. Insofar as this particular bill is concerned, it has 
related to branches. I suspect the basic irritation has been another 
source, but that wouldn’t be affected by this bill. 

Senator Busu. The testimony of the Home Loan Bank Board 
is that they have conformed to State practice and that they have done 
very little branching and what they have done has been strictly in 
line with what the establishe d practice was within the States. Did 
you hear the testimony of the gentleman who preceded you? 
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Mr. Perry. I did, and I seldom come to Washington without 
learning something. I learned two things. I learned that, and I also 
learned thai they never had promoted anything. I think I am quoting 
him. We supposed that was one of their chief functions, the promotion 
of the Federal Home Loan Bank System and we have sometimes been 
irritated by the methods and degree by which they have done it. 

Senator Busu. Then part of the irritation you speak of has to do 
with what you call the promotional aspects of the Home Loan Bank 
Board? 

Mr. Perry. I would say that would be an addition to what I have 
been speaking of. I have been trying to limit it to this branch situa- 
tion. If you want to go into the general situation, there has been some 
other irritation, but that would not be affected either way, and | 
must say in all fairness to the Board, particularly in recent months, | 
think they have made a very genuine effort to remove many of the 
difficulties which have arisen’ before. 

Senator Busu. There is a very broad statement you make, I think, 
about the unfortunate experience of the last two decades, and in fair- 
ness to the committee, that ought to be built up very substantially. 

Mr. Perry. I would be glad to supplement that, but I would 
rather put it in as a written statement, rather than try to ad lib. 

Senator Busu. I think you have to make a case for that. We can’t 
just accept a broad statement like that. 

(The information referred to follows:) 


SUPPLEMENTARY STATEMENT OF JOSEPH FE, Perry, AMERICAN BANKERS 
ASSOCIATION 


With respect to my statement that S. 975 “will correct the unfortunate 
experience of the last two decades resulting from the omission in the original statute 
of any provisions regulating the creation of branches of Federal savings and loan 
associations,’”’ information was requested as to specific situations where branches 
of Federal savings and loan associations were granted by the Home Loan Bank 
Board in contravention of the law of the State with respect to the establishment of 
branches of State-chartered savings and loan associations. 

The foregoing statement was based in part on general knowledge of the position 
of the Home Loan Bank Board, which has been publicly stated on various 
occasions, that it did not feel itself bound, in granting permission for the establish- 
ment of Federal savings and loan association branches, to follow the laws of the 

various States with respect to the establishment of branches of State-chartered 
savings and loan associations and in part on specific instances which have been 
brought to the attention of the American Bankers Association where the Board 
granted permission to a Federal savings and loan association to establish a branch 
which would have bee denied to a State savings and loan association under the 
law of the State in which the Federal association was located. 

Actual knowledge of the establishment of a branch of a Federal savings and 
loan association in contravention of State law has come to the American Bankers 
Association only through its members located in the community where such 
braneh has been or is proposed to be established, as under the procedure of the 
Home Loan Bank Board notice of branch applications is published only locally 
and advice as to the granting or denial of branch applications is given by the 
Board only to the interested parties participating in the proceedings. In those 
instances where the association received advance notice of a pending applicatio: 
for a branch which would contravene State law, it has protested to the Board 
against the granting of permission to establish the branch. In none of these 
instances where the branches denied by the Board on the grounds upon which 
the association based its protest, although in one instance the Board denied 
permission on other grounds. 

However, the fact that the Home Loan Bank Board, in granting permission 
for Federal savings and loan branches, has followed a practice of disregarding 
State law is borne out by a compilation prepared by the National Association 
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of Supervisors of State Savings and Loan Associations, which shows"that, as of 
December 31, 1952, there were 39 branches of Federal savings and loan associa- 
tions established beyond the limitations prescribed by State law on the estab- 
lishment of branches of State-chartered savings and loan associations. Accord- 
ing to the compilation, these 39 branches are located in the following States: 
Florida, 12; Georgia, 2; Kansas, 1; Massachusetts, 2; Minnesota, 5; New Jersey, 
3; New York, 9; Oklahoma, 3; Pennsylvania, 1; and Tennessee, 1. 

Moreover, the compilation also shows several instances of branches operated 
across State lines. One of these is a branch established in 1949 by the Union 
Federal Savings and Loan Association of Evansville, Ind., at Henderson, Ky. 
Another in 1938 resulted from the merger of a savings and loan association in 
Butte, Mont., which first converted from a State to a Federal charter, then 
merged with a State association in Salt Lake City, Utah, under its Federal 
charter, moving its home office to Salt Lake City and retaining its former home ; e 
office at Butte as a branch. 

Senator Busu. You speak of their State-chartered counterparts 
which in these instances, were the State-chartered building and loan 
associations. Now, why isn’t the commercial bank which accepts a 
thrift accounts and lends money on mortgages out of that thrift ac- 
count, so to speak, why isn’t that a counterpart of the savings and loan 
association? 

Mr. Perry. Well, its predominant interest—and I think that prob- 
ably is true of every commercial bank in the country—is commercial 
business. The other is somewhat incidental. 

The counterpart which the Congress obviously was trying to take 
care of when they created this bill was the State-chartered building 
and loan association. - If you read the original statute, you find they 
refer to it as a local mutual thrift association. 

Senator Busu. Do you think the State savings and loan associations 
would have a right to object if the commercial banks who accept 
thrift accounts were given much more advantageous branching 
privileges than State savings and loan associations? 

Mr. Perry. I think they have it already, and I don’t know that 
I have ever known of any State association objecting. They, per- 
haps, would have a right to. I don’t think they would. 

Senator Busu. Do you think that the commercial banks which 
do have the thrift-gathering departments, that it is proper that they 
should have more extensive privileges than the savings and loan 


associations? 
Mr. Perry. I question if any of those branches were ever estab- 
lished because of the thrift business. . 


Senator Busu. That isn’t my question. My question is, do you 
think it is proper and fair that the commercial banks who have thrift- 
gathering departments should have branch banking privileges that are 
very much more favorable than the savings and loan associations e 
might enjoy, within a State? 

Mr. Perry. I suppose the only answer to that question is whether 
it is proper and fair to the local institution, rather than to the public. 

As far as the public is coacerned, their facilities are available for 
public use, and I think there is nothing unfair to the public to let 
the commercial banks have their existing branches. 

I am not sure I get your question. I am not trying to evade it. 

Senator Busu. Well, the question has gotten a little larger than it 
was in the first instance, because you brought i in the public. I didn’t 
have them in mind in the first instance. I was thinking of the question 
of fair competition. To make it clearer, let me say t this: It seems to 
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me the business of the savings and loan association is very similar to 
the business of the thrift department of the commercial banks. In 
other words, they both take in deposits on a time basis for interest, 
and they lend the money out on mortgages, so they are similar in their 
purpose. 

Why do you think that the commercial banks, or do you think that 
the commercial banks with such departments should be allowed 
branching privileges out into the suburbs, out into neighboring 
counties, if you will, within reasonable distances—:why should the 
commercial banks who are gathering those thrift accounts have any 
better branching privileges than the savings and loan assoc iation. 
which is regulated by the same people in the State? 

Mr. Perry. I suppose that comes down to a—I would like to 
reverse it. Your root question is why shouldn't these federals have 
the same banking privileges as the commercials? 

Senator Busy. I am talking about savings and loan associations 
generally. Never mind the federals. 

Mr. Perry. There is one item there that I think has been over- 
looked and that is that the building and loan association has rather 
liberal chartering provisions. A building and loan association can be 
started on a smaller amount of capital than can a commercial bank. 

It is not too difficult to start a Federally or State-chartered 
building and loan association. 

Under this bill, I think they could form such an association and 
merge and get their charter that way. I must differ with Mr. Divers 
on that. 1 am not advocating that they do it. 

Senator Busu. They say on the other hand that it is much easier 
and quicker and perhaps safer for the public to extend the operation 
of the successful proven enterprise in the form of a savings and loan 
association, just as the commercial banks who like the branch privilege, 
claim that that is better than starting a tiny, little bank in the com- 
munity. In other words, the community should have the advantage 
of proven management, experienced management, through the 
establishment of a branch and not have to rely on the brand new little 
outfit who may not be big enough to afford the price of good manage- 
ment. so to speak. 

Mr. Prrry. Well, Senator, I understood the testimony this 
morning—and certainly the statute coincides with that—that they 
can already do business within 50 miles and by correspondence, thrift 
accounts can be accepted and they are accepted and they advertise 
for them all over the country. They can take their savings from an 
unlimited area and they can make mortgages within an area of 50 
miles, and it is my understanding that there are certain proportions 
of their loans that they can make without restriction, but the bulk 
of their loans can be within 50 miles. 

I doubt if there is any community that is so large that a 50-mile 
radius for taking mortgages isn’t adequately served and certainly the 
thrift savings of a community with modern mail facilities can be taken 
nationwide. 

I think the test comes back, Senator, to the essential difference 
between a commercial bank, which is established for commercial 
purposes, and a thrift institution—if you are proposing the question 
between a federally and State chartered building and loan associa- 
tion, and the commercial bank, and if you were just looking at them 
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alone, as a competitive basis, I suspect that the same principle might 
well apply to each, from the narrow phase of the thrift end of the 
commercial bank. 

Senator Busn. Is your association’s position one in which you wish 
them to be restricted to the branching privileges accorded to only 
what you call their counterparts, which, of course, leaves the com- 
mercial banks in the more favored position in many States? Is that 
differentiation based on your conviction that there is something wrong 
about giving them similar privileges, or is it based on the fact that 
you want to reduce the competition in the thrift-banking business? 
The previous witness says he believes that is at the bottom of your 
objection, giving them branching privileges equal to the commercial 
banks. He says he believes that the American Bankers Association 
wants to reduce the competition in the thrift-banking field. 

Mr. Perry. I heard him say it and I thought he was as nearly 
100 percent wrong on that as he could be. That could be an element 
in it, but that doesn’t apply to the branch element. The competition 
is there, regardless of the branches. It seems to me he is almost 
completely in error if he thinks the opposition to this is from a com- 
petitive point of view. 

I want to say that that may be an element in some cases, I don’t 
know, but that is not the basic position of the American Bankers 
Association. 

Senator Bus. There are some places where the privileges of 
branching are equal for the State savings and loan association, the 
Federal, the mutual savings banks, and the commercial savings banks 
who take thrift accounts. There has been no great unhappiness with 
that situation in a particular State I have in mind. 

Mr. Perry. I don’t think I quite answered your previous question 
which might tie in with this. One difficulty in framing their regula- 
tions to include commercial banks was that when they got through 
with it, in spite of any kind of restrictive language they could give, 
if they included the commercial banks, the chain banks aad the rest 
of them, it meant that they were practically unlimited in a great many 
of the States. 

I think there will be testimony later by some other witnesses which 
may give some detailed figures with regard to that, but the minute 
you give them a composite, an overall, a blanket permission to do all 
the things that all the different types of thrift mstitutions can do, 
then vou have given an unlimited thing. That is what they think 
they have. 

Senator Busy. The question is, how much of that are we going to 
take away? 

Mr. Perry. The Supreme Court has never quite said that they 
had had it. The Supreme Court has refused to upset some State 
courts, but I think the Supreme Court has never yet said that they 
have it. 

Senator Busu. Let me ask you this question: Inasmuch as you do 
agree that that is virtually the freedom that they have enjoyed for 
the past 20 years and do enjoy today, is it your judgment that they 
have used that discretion or used that freedom with considerable 
discretion and with restraint in the general interest of the public, and 
in establishing sound institutions under Federal charter? 
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Mr. Perry. I would say in many instances they have not; but pre- 
dominantly perhaps they have. That, I really don’t know the answer 
to. That would be a nationwide picture which I couldn’t very well 
give you. 

[ will say this, however, that it seems to me the Board’s position 
either is that they have already done what S. 975 requires them to do, 
or else that they plan to change their present regulations and go 
without restraint into the future. Because if what they say they 
have done voluntarily is no more than 975 says they can do, then they 
certainly will not be harmed. If they think they are going to be 
harmed by 975, it must be because they at some time plan going way 
beyond what that now permits. 

Senator Busu. This regulation they held hearings on, on February 
1, indicated the intention of putting them at least on a basis equal 
with the commercial banks who accept thrift deposits. I gather that 
it had that in it. 

Mr. Perry. I think you would have to answer that in two ways. 
In the first place, that represents merely the present thinking of this 
Board, which could be reversed tomorrow, and second, while it might 
put them on a parity with commercial banks, nevertheless, in many 
States it would give them a range far beyond commercial banks be- 
cause it would include the branch privileges of the savings banks, 
the cooperative banks, the building and loan associations, and whatnot. 

While I think their intention was sound, when they came to try 
to word a regulation, they got, as my testimony says, opposition 
from two diametrically opposed provisions. 

I would think, myself, that they would want to be taken off the 
hook and let Congress say what should be done and then they can 
throw up their hands to their members and say, “Well, we didn’t do 
it, Congress did it.”’ 

Senator Busu. You feel definitely Congress should set the policy? 

Mr. Perry. I have no question about it. 

May I say that my own institution is, and for some time has been, 
a member of this home loan bank system. We are a mutual savings 
bank. Yet we have joined and have our membership—lI have nearly 
a half-million-dollar investment in it—I think it is unfair to us as 
investors —I am now speaking individually and not for the American 
Bankers Association—I think it is unfair to the State-chartered 
members to let the Federal branch privileges extend beyond those 
permitted to the State-chartered members. I don’t think the Con- 
gress should base its legislation on what is fair as between two insti- 
tutions. You should regard the public interest in the long range. 

It seems to me S. 975 will do just that. 

Senator Busu. Well, let me ask you another question. You speak 
on page 3 about the creation of an interstate system, and even an 
intrastate system of federally chartered savings and loan associations. 

Has there been any interstate system built up? 

Mr. Perry. I understand that there have been some instances 
where branches have crossed State lines. I think there was one 
recently right here in the District of Columbia, but there are some 
others where they have crossed State lines. 

I think the principle is that if they can go part way without re- 
striction, there is no limitation. 
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Senator Busu. Now, you used the word “counterparts.” You are 
convinced that the savings department or the thrift department of a 
commercial bank should not be considered as a counterpart for a 
savings and loan association or a mutual savings bank? 

Mr. Perry. I think there are a good many distinctions in that, 
Senator. In the first place, the Federal savings and loan association 
is limited in its investment, as I understand it, to mortgages and 
Government bonds. A commercial bank in its savings department 
in most States has no such limitation. In fact, I] know of no State 
that has that limitation. 

Senator Busu. What limitation? 

fr. Perry. That they are limited in investments to mortgages 
and Government bonds. 

Now, that means that a Federal savings and loan, or a State- 
chartered building and loan is really taking in money supposedly 
repayable on demand, and investing it. 

Senator BusH. Oh, no. Not supposedly. 

Mr. Perry. Well, they would like to let the public think so. 

Senator Busy. Why do you say that? 

Mr. Perry. From long experience, I know that is true. They are 
very careful in their advertising, but the public has the impression that 
they can go in and get their money out on demand. 

Senator Bus. Do you think they have made a practice of mis- 
representing their relationship with the depositor or shareholder? 

Mr. Perry. Any expression would be my own personal view. I 
think in many cases they have, but I think that was incidental. I 
think they were overeager and I certainly wouldn’t want that to be the 
position of the American Bankers Association. 

Senator Busn. You don’t think the American Bankers Association 
would back you up in that? 

Mr. Perry. I believe they might think it, but they wouldn’t want 
to say it. I don’t know that they think it. 

May I say I am personally very friendly to the building and loan 
system. I say that in all sincerity. 

Senator Busu. You re presented yourself individually as an in- 
terested party in a mutual savings bank; is that right? 

Mr. Perry. I am president of a mutual savings “bank, but I was, 
before I became bank commissioner, head of a building and loan asso- 
ciation, or was head of a cooperative bank. 

Senator Busu. As head of a mutual savings bank, do you think it 
would be proper for a commercial bank taking thrift accounts to enjoy 
greater branching privileges than the mutual savings bank? 

Mr. Perry. I don’t think we would have any right to complain, 
Senator, if we had adequate branching privileges. 

Senator Busn. Now, wait a minute. You think that would be all 
right, for the commercial banks having thrift accounts, or thrift de- 
partments, to enjoy greater branching privileges than the mutual sav- 
ings banks? 

Mr. Perry. I don’t see any objection to it. 

Senator Busu. You don’t think mutual savings bankers generally 
would have any right to object on that, as discriminating against 
them? 

Mr. Perry. Well, I think we regard ourselves as essentially a local 
community enterprise, and we try to serve our community needs. We 
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don’t try to expand and grow. I think that is a pretty accurate gen- 
eral statement. 

Senator Busu. That is somewhat the tradition of the mutual sav- 
ings bank; is that so? 

Mr. Perry. It has been a tradition and I think perhaps it is rather 
more than that. It is a tradition based on experience. The banks 
that got into the most trouble in the depression were those that had 
expanded too far. Take it in our State and in your State, too. I 
think you will find that the savings banks have been not only frugal, 
but rather conservative, and intentionally so. I think they feel that 
there are enough mutual savings banks in the communities to serve 
their communities and if they serve their own community, their 
neighbor banks can serve the neighbor communities. Either as com- 
missioner, or in any of the other capacities in which I have served, I 
think I have never heard any mutual savings banker or thrift banker 
object that he thought the commercial banks were having an unfair 
advantage. 

Senator Busn. Are you familiar with any mutual savings bank that 
has a number of branches? 

Mr. Perry. I have the largest number of branches, I think, in the 
State of Massachusetts. I have 2, in 2 neighboring communities. 

Senator Busu. Two branches? 

Mr. Perry. Two branches. There are others that have two. I 
think none have more. 

Senator Busu. You are the largest branch banker in the State, 
then? 

Mr. Perry. Among the mutual savings bankers, I think I have as 
many as any others. I haven’t counted recently, but I think so. 
Our branches were established in communities that had no mutual 
savings banks, and only for the reason that they were needed. 

Senator Busn. To what extent do the commercial banks taking 
thrift accounts have branches in your neighborhood? 

Mr. Perry. Each one of them had two commercial banks already 
in there. The reason we went in was because they weren’t taking 
thrift accounts. They weren’t really servicing in those localities. 

Senator Busn. Senator Frear. 

Senator Frear. I am afraid this line of questioning has provoked 
some questions on my part, too, if you have no objections. 

Senator Busu. Proceed. 

Senator Frear. When you got into the discussion of the difference 
between a commercial bank and a Federal savings and loan associa- 
tion or State savings and loan institution, I think it might perhaps be 
like going to what we used to call a drugstore to get drugs and now 
we can go to the drugstore and get practically anything from a saw- 
mill to terramycin. 

Apparently that has been true in the banking industry. I am not 
here to say that is true or that it is not true, but from the discussion 
that has gone on, I can see some difference between a commercial 
lending institution, a commercial bank, and a Federal or State savings 
and loan association. 

May I ask you, Mr. Perry, are you familiar with the regulations 
that were issued by the Home Loan Bank Board in the Federal 
Register—I have forgotten when it was, August, year before last, or 
sometime—regarding the wording of the Federal savings and loan 
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association provisions? There was going to be some change in that, 
if I recall the regulation. Can you enlighten me on it? 

Mr. Perry. I was familiar with it at the time, but I am afraid at 
the moment my information might not be very accurate. 

Is it possible that you are referring to 2 bills that were before this 
committee about 2 years ago, dealing with 2 different types of restric- 
tion? One is now S. 975, and the other was a similar bill which varied 
only in minor ways? 

Senator Frear. Yes. 

Mr. Perry. The similar bill which was not taken as 8. 975 was the 
American Bankers Association bill. The one which became S. 975 
was the bill submitted by the National Association of Supervisors of 
State Banks. There were slight differences, but basically the Ameri- 
can Bankers Association went along with the supervisors. 

That was essentially this same bill that was reported out and failed 
of action because Congress adjourned. 

Senator Frear. Well, maybe I shouldn’t get into that. That 
wasn’t what I meant, exactly. I believe it was in August of 1952. 
The Home Loan Bank Board put into a regulation, published in the 
Federal Register, that they were going to put into effect something 
regarding the name of a Federal savings and loan association. That 
it didn’t have to have ‘‘savings and loan association” in it. Are you 
familiar with that? 

Mr. Perry. Is that the one in which Senator Maybank asked 
them if they would refrain from publishing the regulation, but in 
spite of his request they went ahead with it; is that the one? 

Senator Frear. That is the one. 

Mr. Perry. I think that did not directly concern branches as I 
remember it. 

Senator Frear. It did not? 

Mr. Perry. I think it did not. 1am not too sure of that. 

Senator Frear. You are familiar with what I am talking about? 

Mr. Perry. I think you are trying to get me to say they not only 
defied State law but the United States Senate. I am not going to 
say that. 

Senator Frear. They did not put that into effect. They published it 
in the Federal Register, as I understand it, but have not made it 
effective. 

Mr. Perry. I thought they did in spite of the request of the 
Senate. I thought they went ahead with it. 

Senator Frear. The chairman of the committee, with others on 
the committee, requested the Home Loan Bank Board not to put that 
in the Federal Register. They went ahead and did it, that is true, 
but I do not believe they have put it into effect, as far as the name 
is concerned; is that right? 

Mr. Perry. Insofar as the change of name is concerned. 

Senator Frear. They could, but they haven’t. 

Mr. Perry. I think they have not. I question that they could 
change the name without legislative approval. : 

Senator Frear. Are you familiar with a savings and loan association 
institution in Baltimore whose name I don’t recall right at the mo- 
ment—Perpetual, or Provident, or something like that—that is 
sending literature at least over certain areas of the East, asking that 
deposits be made in that institution upon which interest at 3% percent 
compounded semiannually will be guaranteed to them? 
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Mr. Perry. All I know about the institution is to go by and look 
at it from the outside. 

Senator Frear. Have you seen any of the advertising? 

Mr. Perry. I don’t believe I have. There has been plenty from 
the west coast, all up and down the California coast, but I don’t 
remember that particular one. 

Senator Frear. I am on the mailing list of the one in Baltimore 
and I am sorry I don’t have it here this morning but I would like to 
give you a copy of it as being indicative of some of their recent 
activity. Which brings up the point of where the American Bankers 
Association might feel they have been discriminated against—in 
following up th> questioning of Senator Bush—that it isn’t merely the 
branch banking of the Federal savings and loan which has caused 
them consternation but other fields. Certainly publicity or adver- 
tising is one of the fields which I have understood that the American 
Bankers Association has certainly taken strenuous opposition to. 

I believe they could do nothing about it unless Congress puts some 
restriction on the type of advertising that the Federal savings and 
loan associations can do. 

You are familiar with the advertising of a Los Angeles group, as I 
understand it? 

Mr. Perry. Yes; and it is my impression that the Home Loan Bank 
Board themselves are distressed by that, but I have no right to quote 
them, of course. I have understood, perhaps not authentically, that 
that has disturbed them, too. 

May I say when I first became commissioner of banks in 1940, there 
was the annual meeting of the National Association of Bank Com- 
missioners and at that time we were studying the answers that ought 
to be given to Senator Glass’ questionnaire which was then open, and 
I would say 90 percent of the time of those commissioners was spent 
in discussing that thing, and from a very genuine, basic anxiety. 

They were not hostile, in the typical sense. They were distinctly 
worried because here was this new institution which, with all the 
enthusiasm of youth, was going out and apparently overextending, 
making, as the commissioners thought, the same mistakes which had 
led to the overbanking which led to the worst of the depression disaster. 
They were very definitely disturbed. 

Senator Busu. That was a federally chartered institution? 

Mr. Perry. That is right. 

I think since then they have matured. They have steadied down 
and have cured a great many of these difficulties. 

While I think the commissioners of the country, if you could have 
polled them privately, very likely thought that in the event of another 
depression they might have gone under. 

I presume that today the commissioners would all say they probably 
would survive almost anything. 

In other words, they have themselves corrected a number of these 
things which we were all so apprehensive of at the time. They have 
strengthened it in a great many ways. Personally, I think they have 
a great function to perform and a great future. 

It seems to me—now not speaking for the ABA—it seems this bill 
might be one of the best things you could do for them. Get this out 
of the controversial area. Give them legitimate privileges, now, and 
if later you find that is restricting them too much, amend the bill. 
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Let them have the commercial bank privileges later if the demand 
shows that this is too restrictive but it seems to me you ought to start 
with this, and keep your eye on the ball in the future and if they need 
more latitude, you can always give it to them. 

Senator Busn. May I pose a question right there? 

Senator Frear. Surely. 

Senator Busu. Right there, I would interpose this question: 
If this bill were to be amended so that Federal savings and loan asso- 
ciations could have branches in States where State savings and loan 
associations, mutual savings banks, and commercial banks are allowed 
to have branches, by State law, how would the ABA feel about such an 
amended bill? It would eliminate parity with group banks, chain 
banks, or banks holding companies, as contained in the proposed 

regulations of the Home Loan Bank Board. How would the Ameri- 
can Bankers Association feel about that? 

Mr. Perry. I would say in the first place that that would be an 
improvement over the proposed regulation. 

Senator Busx. From your point of view? 

Mr. Perry. Yes, and even from the point of view of the Federals, 
I would think it would, too. I would rather not try to give an off- 
hand answer on that. I think it is an important question, one that 
you are entitled to have a considered opinion on, but there are so 
many States in which that would have different bearing that I would 
rather have permission to submit specific answers to that. 

Senator Busu. Would you care to come back on Thursday and give 
your opinion on that? 

Mr. Perry. I would be willing to have someone else. I would 
prefer not to come personally because I have another engagement. 

Senator Busu. Could you have someone come here on behalf of 
the American Bankers Association and answer that specific question? 
I think that is an important statement. 

Mr. Perry. Yes, or we will submit a statement before then, which- 
ever you would like. 

Senator Busu. We would like to have the statement. 

(The information referred to follows:) 


SUPPLEMENTARY STATEMENT OF JoskEPH FE, Perry, AMERICAN BANKERS 
ASSOCIATION 


The views of the American Bankers Association were requested on amending 
$. 975 to give Federal savings and loan associations branch privileges equal to the 
branch privileges of State-chartered commercial banks, as well as State-chartered 
savings and local associations and mutual savings banks. 

The American Bankers Association would not favor*such an amendment for 
the following reasons: 

1. Commercial banks, mutual savings banks, and savings and loan associations 
are each distinctive types of financial organizations and because of their different 
characteristics and operations many of the States have adopted a different policy 
with respect to branches of each type, which may be a more restrictive policy in 
the case of one type or a more liberal policy in the case of another type, as it deter- 
mines to be in the best interests of its people. It is the position of the American 
Bankers Association that Federal legislation regarding branches of Federal savings 
and loan associations should recognize the branch policy of each State with respect 
to the exact counterparts to such Federal associations; that is, State-chartered 
savings and loan associations. If Federal legislation gave Federal savings and loan 
associations the right to establish branches in accordance with the most liberal 
branch privileges accorded by State law or practice to commercial banks, mutual 
savings banks, or State-chartered savings and loan association, it is submitted 
that the policy of the State would be contravened. 
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When Congress in 1927 enacted legislation with regard to branches of national 
banks, it placed the same limitations on their establishment as those prescribed 
by State law on the establishment of branches of State-chartered commercial 
banks. Yet at that time State-chartered savings and loan associations and mutual 
savings banks had been in existence for many years, and national banks then as a 
part of their business accepted thrift deposits and made mortgage loans. Con- 
gress clearly recognized that the limitations prescribed by Federal law on the 
establishment of branches of national banks should follow the policy of the State 
with respect to State-chartered commercial banks and not the branch policy 
which the State adopted with respect to different types of financial organizations 
such as savings and loan associations or mutual savings banks. We believe the 
policy which the Congress has adopted in the case of national bank branches is 
sound and in the publie interest and that the same policy should be followed in 
legislation relating to branches of Federal savings and loan associations by 
requiring them to conform to the same limitation prescribed by the law or practice 
in each State for branches of State-chartered savings and loan associations. 

Of course, when a State adopts a policy of equality with respect to branch 
privileges of its State-chartered savings and loan associations and its State- 
chartered commercial banks, there can be no objection to Federal savings and 
loan associations having the same branch privileges as commercial banks since 
in such case there would be no contravention of State policy with respect to 
State-chartered savings and loan associations. 

2. When two systems of financial organizations, one Federal and one State, 
operate side by side with freedom of movement from one system to the other by 
the individual institutions of which they are composed, it is necessary that a bal- 
ance between the two systems be maintained and one not be given advantages over 
the other or the one having the greater advantage will become predominant and 
eventually absorb the other. If the Federal savings and loan system were per- 
mitted to have more liberal branching privileges than the State savings and loan 
systems, as could be the case if the Federal system should be allowed branching 
privileges equal to those given different types of financial institutions, it would 
disturb the balance between the Federal and State savings and loan systems to the 
detriment of the latter. 

3. It is generally recognized that there is some tendency in the public mind to 
confuse savings and loan associations with banks. If Federal savings and loan 
associations were to be given equal branching privileges with commercial banks on 
the theory that both types of institutions provide thrift and home-financing 
facilities for the public, it could only lead to further confusion, The Congress 
should not take any action that would make it appear that savings and loan asso- 
ciations are the same as banks. 


Mr. Perry. I think I can say that that would be regarded as an 
improvement. Whether it would go too far I don’t know. I would 
think you would do better to pass 8. 975 and later amend that if you 
find it too restrictive. 

In doing that it would not impose on the Federals anything they 
have not for the most part used as a self-imposed limitation. If they 
want to go beyond that, it means they exchange from their present 
policy. 

Senator Frear. I am afraid I am getting out of the field, Senator, 
but it does bring to my mind that regulation that was issued by the 
Home Loan Bank Board in the Federal Register—maybe not in 
defiance of the Senate Banking and Currency Committee, but cer- 
tainly with a knowledge that the Banking and Currency Committee 
opposed it, at that time. 

It does provoke some thinking as to what might happen under 
regulations of the Federal Home Loan Bank Board. As has been 
stated this morning, I think they have taken perhaps an approach 
more in line with the thinking of the Senate Banking and Currency 
Committee as constituted at that time, 2 years ago, Senator. They 
have toned down their advertising to a great extent. And I also want 
to give credit to the Federal Home Loan Bank Board that that situa- 
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f 
tion in California did annoy them, and I think they did something 
about attempting to correct it. 

However, there are continuous ads. 

Here is one that I had sent to me. I don’t know whether you are 
familiar with this one or not. ‘This is of the Federal Savings Associa- 
tion. That is the headline. It was put out, apparently, from some 
place in Manhattan, the Queens and the Bronx. That is in New 
York State, isn’t it? 

Senator Busu. Is that a federally chartered institution? 

Senator Frear. There is a federally chartered institution. Several 
of them. 

This one is a member of the Federal Home Loan Bank System and 
it is insured by the Federal Savings and Loan Insurance C orporation. 
It is the Washington Heights Federal Savings and Loan Association, 
the Bankers Federal Savings and Loan Association, the New York 
Federal Savings and Loan Association, the Century Federal Loan 
Association, the Knickerbocker, and the Bay Side. They all appear 
to be Federal savings and Joan associations, sir. 

If | were to read the advertising, | would say that they were mutual 
savings banks, and I think the public reading those ads would assume 
the same thing. 

I gathered from the testimony that has been given to us this morning 
and on previous occasions that we have been led to believe that there 
is a difference between a mutual savings bank and a Federal savings 
and loan association. Is that right? 

Mr. Perry. There is a difference, I think. 

Senator Frear. As I said, sometime when we have longer hearings, 
I have a lot of questions that I want to ask, Senator Bush, but I will 
not do it this morning. 

I merely want to call attention to the fact that there is something 
to be said on behalf of the commercial banks and the mutual savings 
banks regarding the Home Loan Bank Board, and its activities. “y 
also want to say that there is something to be said on behalf of the 
Home Loan Bank Board and the services that they offer to the thrifty 
people of this country. I don’t think this is a one-way street, or that 
all of the evidence is on one side. 

That is not in accordance with what these hearings were called for 
and I apologize to the witnesses and to the chairman for getting into 
a field other than S. 975. 

Senator Busn. I think the Senator is absolutely correct in bringing 
this up. I think what we are trying to do is to establish the similarity 
or difference between these institutions so that we can decide whether 
they are similar enough to receive similar privileges and that sort of 
thing. 

I believe your thinking is quite in point and I would be glad to have 
you pursue it further. 

Senator Frear. If you have no objection, we have some witnesses 

coming up later on, and J don’t want to wear out the 1 or 2 witnesses 
that we have had. 

Senator Busx. After all, this gentleman represents the American 
Bankers Association and that is the biggest association in this whole 
field of financing and I don’t think we should be hurried with him. 
If you want to pursue the questioning further with him, I would be 
very glad to have you do it. 
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Mr. Perry. Senator, may I interpolate at this pomt that if you 
would by law say that Mr. McAllister and Mr. Divers would continue 
to be the Commissioners and not change their minds, I think that 
would answer a lot of this. 

Another point is this: Up in our State, particularly, we are very 
much disturbed by the way the advertisements read. Up there for 
135-odd years we have had mutual savings banks. That means 
something. Now these new associations come along and they appar- 
ently do all they can to make the publie think that they are savings 
banks. It will be the “XYZ Federal Savings,” for example. We 
don’t like it. I am now speaking personally rather than for the ABA, 
although I think the same attitude is found in many other sections of 
the country. 

It appears to be an attempt to let the public draw the inference that 
they are mutual savings banks, with the mutual savings bank safe- 
guards. Maybe they are just as safe as we are, but they are different. 

Senator Frear. Has it been your opinion that the advertising 
not limiting it to newspaper advertising, certainly radio advertising 
within the District of Columbia I frequently listen in the morning 
coming in to work sometimes, it is rather early, but I hear these ads 
by the Federal savings and loan associations in the Distriet of Colum- 
bia, advertising the benefits of their association. 

I want it clearly understood, Mr. Perry, that I have no objection 
to an association, be it banking or otherwise, advertising what it 
thinks is its facilities for the benefit of the public. I am in sympathy 
with that type of advertising, whether it be by radio, by newspaper, 
or by other means. But I certainly would be opposed to advertising 
not only in the field of banking but in any other field, that has a tend- 
ency to mislead the public. In my opinion, there has been advertising 
over the radio, and I can prove by newspaper advertising, that does 
tend to mislead the investing public, or the thrifty, or the saving 
public. 

Mr. Perry. Senator, they have a tremendous institution with a 
tremendous future to the country. I think they are shortsighted in 
pretending it is something else. I think they should be proud of their 
institution and specify what they are. If I were a Federal savings 
and loan that is what I would do. I wouldn’t try to make people 
think I was something else. 

Senator Busxa. Does the general authority which the Board has 
over these Federal associations really give them the power to police 
the practice of advertising? 

Senator Frear. In my opinion, I would say that it does not. I 
think the Home Loan Bank Board in many instances should be 
praised for their attempt to regulate promotion advertising, to which 
Mr. Perry has just referred in his comments. 

In many cases I think that is true. 

Where a Federal savings and loan is chartered by the Board and 
insured by the FSLI, it doesn’t stop it from presenting the type of 
advertising that it does. I don’t think that they have that control 
over them. 

Senator Busu. Do you think they should, Senator? 

Senator Frear. As an individual, I think they certainly should. 

Mr. Perry. Senator, as a former commissioner I can tell you there 
are many things that a supervisor would like to do that he finds he 
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really can’t do except by persuasion. I think the Federal Home Loan 
Bank Board has tried for the most part to do an excellent piece of 
work and in many cases I think they have gone just about as far as 
they could. I wish they could go further in some directions and not 
so far in others. 

Senator Frear. I think you have made a very complimentary state- 
ment, when you mentioned Mr. Drivers and Mr. McAllister remaining 
on the Board. We don’t know how long they will be on the Board, 
however. 

Senator Busu. Thank you very much indeed, Mr. Perry. We 
apprec iate your being here and talking so frankly with us. 

The next witness will be from the Independe nt Bankers Association, 
Mr. Brumbaugh. 


STATEMENT OF D. EMMERT BRUMBAUGH, PRESIDENT, THE 
INDEPENDENT BANKERS ASSOCIATION OF AMERICA 


Mr. Brumpauacu. My name is D. Emmert Brumbaugh of Clays- 
burg, Pa., president of the Independent Bankers Association with 
headquarters in Sauk Center, Minn., and embracing a membership of 
5,000 member banks. I am appearing here in my official capacity as 
president of the Independent Bankers Association to present the views 
of our membership with respect to S. 975. 

As a former Representative in Congress from the 20th District of 
Pennsylvania I served as a member of the House Committee on Bank- 
ing and Currency. From 1946, through 1950, I held the position of 
secretary of banking of the Commonwealth of Pennsylvania. At the 
present time I am president of the First National Bank of Claysburg, 
Pa. 

My background and activities in the field of banking are cited merely 
for the purpose of giving you assurance that my opinions and observa- 
tions like the views of the membership of the Independent Bankers 
Association reflect the considered judgment we have arrived at after 
years of experience in grappling with problems in the field of banking 
on the National, State, and community level. In my appearance here 
as president of the Independent Bankers Association I am authorized 
to state that while our membership is in favor of Senate bill 975 we 
are of the opinion that it should be amended. At this point I wish to 
revise that portion of my testimony printed in advance of my appear- 
ance here, copies of which were distributed to members of this com- 
mittee, since I am informed that holding companies cannot operate 
mutual savings and loan associations. We favor amending 8S. 975 so 
as to prohibit Federal savings and loan associations from establishing 
branches through any device whatsoever, directly or indirectly, not in 
compliance with State laws. In addition we are opposed to Federal 
savings and loan associations having branch permission, unless they 
comply with State regulations governing State savings and loan 
associations. 

The Independent Bankers Association has long been opposed to 
bank holding companies and for years has urged the enactment of 
remedial legislation solely in the interest of preserving the independent 
banking system of the Nation. We are dedicated to our objective 
realizing that we are engaged in a mighty struggle to preserve the 
traditional American concept of free enterprise especially in the field 
of present-day banking. 





FEDERAL SAVINGS AND LOAN BRANCHES 35 


The Independent Bankers Association has no desire to quarrel with 
the Federal savings and loan associations or federally chartered loaning 
agencies. We feel justified however in presenting our views when 
they are given preferential treatment under our laws or allowed privi- 
leges that should be regulated by law. Hence we are vigorously 
opposed to the policy now in effect which gives unbridled authority 
to the Home Loan Bank Board to permit Federal savings and loan 
associations to open branches within States or across State lines in 
defiance of State laws. We strongly urge that such branches be 
established only when the State law expressly permits their estab- 
lishment. 

Under the present policy of permitting Federal savings and loan 
associations to open branches without regard to State laws, the Home 
Loan Bank Board can issue authority to establish a branch if it 
determines there is a need for such a branch, and if the Board feels it 
is in the public interest and public convenience. This delegation of 
unlimited authority to the Home Loan Bank Board has been made 
possible through the failure to specify by law the manner in which 
branches may be established. Such sweeping authority in our judg- 
ment is clearly an invasion of States’ rights and should be abolished. 

[t is grossly unfair to require our National and State banks and the 
State savings and loan associations to comply with State laws regard- 
ing the establishment of branches, while the Federal savings and loan 
associations are exempt from such requirements. 

Senator Busu. May I interrupt to ask one question: Have you any 
cases specifically in mind where you feel that they have abused their 
branching privileges? 

Mr. Brumpavuan. I have one case that I will mention later in my 
testimony. 

All financial institutions in the Nation are dedicated to the praise- 
worthy principle of encouraging thrift, hence it is rank discrimination 
to allow a particular type of financial institution to enjoy favoritism 
by placing it beyond the reach of our State laws. This special treat- 
ment is all the more deplorable when it is realized that although 
Federal savings and loan associations are not banks, the general public 
is prone to see little difference, and to regard savings and loan associa- 
tions as being in the same category as commercial banks. 

The important factor stressing the difference of these two types of 
financial institutions is that the function of the Federal savings and 
loan associations is twofold; namely, to promote thrift through the 
sale of shares and to make loans for the construction or purchase of a 
home. 

On the other hand, a bank accepts demand deposits, savings ac- 
counts, provides loans of various types, in fact, makes available 
multitude of banking services to the general public. Thus since com- 
mercial bnks with their manifold services to the general public are 
regulated by law with respect to establishing branches, and since the 
State savings and loan associations are under similar restraints in the 
majority of States, it is plainly evident that Federal savings and loan 
associations enjoy unfair advantages in being allowed to disregard 
State laws in establishing branches. 

It is a menace to all types of financial institutions to allow favoritism 
of this nature by permitting the Home Loan Bank Board to define its 
own rules and regulations with respect to the establishment of branches 
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without regard to State laws. We are all familiar with the situation 
that for years confronted national banks in being denied the power to 
establish branches similar to the power that was enjoyed by the 
State-chartered banks. Happily in 1927 through the passage of the 
McFadden Act, national banks were given the power to establish 
branches similar to the existing authority accorded by law to State- 
chartered banks. 

We are reminded that the Home Owners Loan Act of 1933 as 
amended, was an offspring of the worldwide depression and that it 
served a useful purpose. Today, the Federal savings and loan associa- 
tions created by that act have a well-defined and important place in 
our economy. They have, however, corresponding obligations. At 
the present time there is no statutory restrictions concerning the 
establishment of their branches since the authors of the Home Owners 
Loan Act evidently failed to foresee any need for branches, because 
they did not include any provision in the law regarding them. 

Since the Federal savings and loan associations occupy an important 
place in our economic system, it is imperative that Congress enact 
legislation terminating their present unlimited power to establish 
branches by requiring that State laws be respected directly and in- 
directly. There are a number of compelling reasons why such power 
should not be vested solely in the Home Loan Bank Board, and that 
such unbridled authority should be replaced by a clearly defined law. 
This can be accomplished through the enactment of Senate bill 975 
now under consideration. Approval of this bill will mean taking 
such sweeping decisions regarding the establishment of branches out 
of the hands of a few men and clothing future decisions with statutory 
authority and in conformity with the laws of the various States. 

The action of Congress in approving S. 975 thereby requiring respect 
for State laws, will strike a telling blow in the battle to preserve States 
rights and for the American concept of fair competition. 

Our financial institutions of every known type are collectively the 
backbone of this Nation, and when regulated alike under our laws, 
they can fulfill their destiny in the economic life of this Nation, in a 
free and unhampered manner. While they can all play their role on 
their respective financial teams, yet they cannot be certain of a fair 
contest if one team is permitted to make its own rules for the game. 
That is exactly the situation prevailing at the present time by per- 
mitting the Home Loan Bank Board to ignore the State laws in de- 
vising its own regulations regarding the establishment of branches 
for Federal savings and loan associations. Such a policy if not changed 
by legislative action is a constant and increasing threat to the dual 
banking system of the Nation. 

As secretary of banking of the State of Pennsylvania, I appeared 
on February 15, 1951, before the Home Loan Bank Board in oppo- 
sition to the establishment of branch offices by Federal savings and 
loan associations. At that time there were very few branches in 
existence, but the Board had become very aggressive in the granting 
of these branches and since that time they have even granted branches 
across State lines. 

For many years, in my home State of Pennsylvania, the law would 
not permit State savings and loan associations to establish branches 
across State lines or within the State. We were firmly of the opinion 
at that time, and we are firmly of the opinion today, that federally 
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chartered banks, Federal savings and loan associations, or any loaning 
agencies chartered by the Federal Government should not enjoy any 
rights in States where the same rights are denied to State loaning 
agencies. We knew then as we know now that we are always on 
sound ground when we insist on the practical application of the 
principles of justice and fair play. 

Recently the State of Pennsylvania found it necessary to enact a 
law to enable State-chartered associations to meet the competition 
from Federal savings and loan associations. ‘This new law permits 
State savings and loan associations to establish branches in the 
county in which the principal place of business is located and in 
contiguous counties. Under this law in Pennsylvania, Federal sav- 
ings and loan associations enjoy the same right as the State associa- 
tions in establishing branches. 

The law in existence prior to this act and which prohibited the 
establishment of branches in Pennsylvania by State savings and loan 
associations should have been respected by the Home Loan Bank 
Board and the Federal savings and loan associations in the same 
manner as the Comptroller of the Currency respects State laws in 
considering applications for branches of a national bank. 

Prior to the enactment of this Pennsylvania law, the Home Loan 
Board had granted permission to the West Philadelphia Federal 
Savings & Loan Association to establish a branch office in the vicinity 
of 54th Street and City Line Avenue in Philadelphia despite the laws 
of Pennsylvania prohibiting State savings and loan associations from 
establishing heuieled . This applic ation was among those referred 
to earlier in my testimony, when I appeared before the Home Loan 
Bank Board February 15, 1951, in my capacity as secretary of banking 
of the Commonwealth of Pennsylvania and op peere the granting of 
permission to establish branches in defiance of State laws. Despite 
my personal appearance and my protests the application was approved. 
Other applications pending at that time that were later approved by 
the Home Loan Bank Board after the Pennsylvania law was enacted. 
At the present time, there are no branch offices of State savings and 
loan associations in existence in Pennsylvania, but there are applica- 
tions pending. 

We are firmly of the opinion that this bill, S. 975, should be enacted 
not only to restrict the establishment of branches according to State 
laws, but it should be amended to provide that any branches now in 
existence across State lines and which were established contrary to 
State laws should be liquidated or sold to people who live in the com- 
munities which they serve. We are firm believers in States rights 
and that any encroachment on such rights by the Federal Government 
should not be permitted. This bill, S. 975, with appropriate amend- 
ments will regulate the further establishment of branches except in 
States that expressly permit their own State savings and loan asso- 
ciations to establish branches. 

Branches of savings and loan associations do not assist in develop- 
ing the community in which they exist as well as the home-owned 
associations, since the latter are managed by people who live in the 
community which they serve, hence they have a greater and more 
deep-seated interest in the expansion and growth of the community. 
Branches only exist for the purpose of receiving funds which are 
forwarded to the central office where they are usually used for the 
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further development of the larger central community where they have 
their main office. The branch office is usually in charge of a branch 
manager rather than an executive who would have power to use the 
funds and make decisions that would aid in the development of his 
own community. 

Branch banking as well as branches of savings and loan associations 
whether Federal or State, lessen the opportunity for more people to 
become executives thus stifling the incentive and ambition of indi- 
viduals in smaller communities. 

The Independent Bankers Association is opposed to the further 
branching out of these tax-favored State or Federal associations 
because it creates unfair competition that places the banking insti- 
tutions and other loaning agencies who pay their full share of taxes 
at a great disadvantage. It is only through tax favoritism that these 
State and Federal savings and loan associations are able to pay larger 
dividends on the money invested with them. In fact, such tax-free 
treatment is a form of subsidy in disguise. 

The provision in S. 975 on line 2, page 3, which includes the name, 
mutual savings banks, should be eliminated as these banks operate 
entirely on a separate basis from Federal savings and loan associa- 
tions. The distinction lies in the fact that the savings and loan 
associations sell shares of stock; while the mutual savings banks 
accept deposits. Thus there is a distinct difference and this bill 
should spell it out so that commercial banking institutions, mutual 
savings banks, Federal savings and loan associations, as well as State 
savings and loan associations may be recognized in the public mind 
as separate entities, and their different functions and characteristics 
clearly defined. 

In conclusion, the Independent Bankers Association wholeheartedly 
endorses 5. 975 and expresses the hope that it will be improved by 
the suggested amendments. The bill is vitally important and we 
respectfully urge that you recommend its enactment. 

Mr. Chairman and members of the committee, I deeply appreciate 
the opportunity to appear before you and thank you for your attention. 

Senator Busu. Let me ask you this question, Mr. Brumbaugh, 
which I asked the previous witness: If this bill were to be amended 
so that the Federal savings and loan associations could have branches 
in the States where State savings and loan associations, mutual 
savings banks, and commercial banks are allowed to have branches, 
by State law, how would your association feel about such an amended 
bill—which, as I told him—would eliminate parity with group 
banks, chain banks, or bank-holding companies, and is contained in 
the proposed regulations. 

Mr. Brumpavueu. From the standpoint of operations in Penn- 
sylvania I can hardly agree with that because our banking laws now 
are identical to the building and loan laws with respect to branches. 
The latter can establish branches in their own county or contiguous 
counties. This legislation was enacted to give savings and loan 
associations the same branch rights that banks have. 

Senator Busu. So the changing of the bill to provide for this 
would provide no change in Pennsylvania? 

Mr. Brumsavuau. The thing I don’t like about it is the fact that 
I don’t believe savings and loan associations, commercial banks, and 
mutual savings banks are the same thing. I believe that the law 
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should state specifically that they only operate in accordance with the 
laws that the State savings and loan associations themselves operate 
under. 

In other words, they are entirely different entities. They operate 
entirely on a different basis. They sell shares, while mutual savings 
banks aid commercial banks accept deposits. 

Senator Busu. All 3 or 4 of those types of institutions, mutual 
savings and loan, State savings and loan, commercial banks that 
have thrift accounts and so forth, they all are thrift institutions. 
Essentially, they take money, pay interest on it, and lend it out on 
mortgage. That is the essential business of all of those, including 
the thrift departments of the commercial banks, is that not so? 

Mr. Brumpavueu. That is correct, except it makes very unfair 
competition, considering the fact that they have tax privileges that 
the commercial banks do not have. 

Senator Busx. That is a slightly different question, but I am 
speaking of the branching privileges here. I would be interested in 
discussing that with you at some other time but I don’t think that 
enters into it very importantly. 

Mr. Brumpavau. Our position is that it is unfair to give the Fed- 
eral savings and loan associations privileges the State savings and 
loan associations do not enjoy. 

If the State associations are not accorded the privilege of establish- 
ing branches within the State, I don’t think the Federals should have 
the privilege. 

Senator Busu. This is simply to put them all on the same basis. 

Mr. BrumBauan. Federals may go into States where they have a 
law prohibiting State organizations from having any branches. 

If the Federals have the right to establish branches the State 
associations should have the same right. 

Senator Busy. It would operate on the most-favored-nations basis, 
and the nations would include the four categories that I have mentioned. 
Namely, all savings and loan associations, both Federal and State, 
mutual savings banks, and commercial banks. Whatever the State 
law said was most favorable to any one of them, should apply to the 
Federals. 

Mr. Brumpauau. I understand what you are driving at, now. 
You feel that in a State, then, where the State savings and loan as- 
sociations have no right to establish branches, then the Federal 
wouldn’t have to respect that right, is that correct? 

Senator Busu. The Federal wouldn’t have any right to establish 
branches that would be more advantageous than that accorded the 
most-favored-group of institutions among those four groups. 

Mr. BrumpBavuan. I would not be in favor of that. I think they 
should operate in compliance with laws governing State savings and 
loan associations. 

Senator Busy. Of course, then it would be up to the States to 
determine what the privileges were there. 

In other words, you don’t agree that they should have the same 
privileges as the commercial banks, if the commercial banks have 
better branching privileges than the savings and loans, on the State 
side, is that right? 

Mr. Brumpavuen. No, we would not agree with that proposal. We 
feel the Federals should operate exactly as the State savings and 
loan associations are required to operate under State laws. 
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Senator Busu. You would approve of having a State law which 
would give far greater branching privileges to the commercial banks 
which carried thrift accounts than you would for the savings and loan 
associations. You think that would be proper, to discriminate in 
favor of the commercial banks. 

Mr. Brumpaucn. No. Personally, I would not. I would like to 
restrict them all as to branches. While I would like to restrict all of 
them, I am of the opinion that considering that they are different 
entities, if privileges are granted to a Federal association that are 
denied to a State association such treatment, would be grossly unfair. 
When the State law prescribes regulations for the establishment of 
branches of its State associations, I feel that Federal savings and loan 
associations should be required to adhere to the same laws. 

Senator Busu. You have enunciated a States rights philosophy 
right through. I don’t think there is any disagreement with that 
insofar as 1 am concerned. 

Mr. Brumpaueu. Thank you, Senator. 

Senator Busu. The point I am not quite clear on is whether you 
think that properly, under the State side philosophy; under the premise 
of what is general practice in the State should be practice for any 
nationally or federally-chartered institution operating in that State— 
whether you think it is good practice for the comme reial bank which 
carries thrift accounts to have greater branching privileges than the 
savings and loan associations or the mutual savings banks. 

Mr. Brumpauau. I think it is a matter that the States should 
decide. 

Senator Busn. Of course, I agree with you about that, but my point 
is, as a practical banker and one with a good deal of experience in the 
field, | am trying to get the benefit of your observations, out of your 
wide experience in this field. What is your judgment about that, or 
would you rather not state it? 

Mr. BrumpavuGu. My judgment is that a savings and loan associa- 
tion is usually organized by people who live within a community and 
who are sincerely interested in developing the co mmunity. I think 
that is the greatest benefit accruing from that type of a thrift institu- 
tion. If you have such a financial institution as a branch in smaller 
communities, rather than having a locally owned association—then 
there is the tendency to take the money from the smaller communities 
and develop the larger communities at the expense of the former. 

In other words, a branch is established in a community to get the 
money available there. 

If you permit unregulated branches or allow them to have privi- 
leges that State associations do not have, then you are going to destroy 
the opportunity of sme _ communities to organize their own home- 
owne «d associations thereby discouraging local citizens in their efforts 
to develop their own community. 

Senator Busu. In general, then, your philosophy is to restrict 
banking a great deal. In other words, don’t encourage it at all? 

Mr. Brumpavuanu. I firmly believe that less branches and more 
unit organizations are preferable and in the long run better for the 
Nation as a whole. 

Senator Busn. Allright. Thank you very much, Mr. Brumbaugh. 
J appreciate your coming and talking frankly with us. 
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Mr. Stocker will be our last witness this morning and after Mr. 
Stocker is finished, we will recess until 10 o’clock tomorrow morning. 
Do you wish to read your statement, Mr. Stocker? 


STATEMENT OF CRAWFORD H. STOCKER, JR., THE NATIONAL 
ASSOCIATION OF MUTUAL SAVINGS BANKS 


Mr. Stocker. I would like to, Senator, if I may. 

Senator Busu. Proceed, then, as you wish. 

Mr. Stocker. My name is Crawford H. Stocker, Jr., and I am 
president of the Lynn Five Cents Savings Bank, Lynn, Mass. I am 
appearing here today in support of Senate 975, on behalf of the Na- 
tional Association of Mutual Savings Banks. 

As of January 1, 1954, there were 528 mutual savings banks, all 
State-chartered, with assets of $27,196,000,000, and deposits of 
$24,387,000,000. These mutual savings banks are nonprofit organiza- 
tions, without stockholders. They are operated solely for the benefit 
of their depositors, who receive all the earnings after the payment of 
necessary expenses and the setting aside of protective surpluses and 
reserves. 

Kor several years past, the State-chartered mutual savings banks 
have advocated the enactment by Congress of legislation similar to 
Senate 975. If we are ever to get equality of treatment between 
Federal savings and loan associations and State-chartered mutual 
savings banks with respect to branch privileges, we must get it through 
act of Congress. 

Time and again, mutual savings banks have been put to the burden 
and expense of coming here to Washington to oppose applications by 
Federal savings and loan associ: ame before the Home Loan Bank 
Board for branches which under our State laws and practices are 
prohibited. Ina few cases, these senlbadionn have been denied by the 
Home Loan Bank Board, but the Board has consistently refused 
give recognition to the principle that State institutions and federally- 
chartered institutions should be governed by the same rules. 

In the cases which we have observed, the grant or the denial of a 
branch of a Federal savings and loan association is presumed to have 
turned upon | of 3 considerations; that is, necessity, reasonable 
probability of usefulness and success, and the absence of undue injury 
to other existing local thrift and home-financing institutions. These 
standards are the same as those prescribed by statute (12 U.S. C. A, 
1464 (e)) for the chartering of Federal savings and loan associations. 

The basic statute, the Home Owners Loan Act of 1933, as amended, 
does not speak of the establishment of branches, and hence lays down 
no standards to govern their establishment. The Home Loan Bank 
Board takes the position, which we think erroneous, that it has 
inherent or implied power under the Home Owners Loan Act to 
grant branches to Federal savings and loan associations. 

As the situation is today, the Home Loan Bank Board appears to 
make both law and regulation to fit each branch application case as 
it is presented to the Board. 

Apparently one of the principal functions of the Home Loan Bank 
Board in the past has been to encourage and promote the formation 
of additional Federal savings and loan associations. Judging by the 
number of these institutions, the Board has apparently beeu success- 
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ful in this promotional activity, sometimes, we suspect, to the injury 
of existing thrift institutions. 

It seems to us inevitable that inequities will develop in a situation 
where the same person or persons are at one time the judge and the 
jury, to pass on the need for and to establish the standards for granting 
branches to the very institutions which they are encouraging. 

The Federal thrift institutions and the State thrift institutions, 
such as our own, are in the same business, and it is urgent that the 
friction resulting from different branch privileges should be removed 
from these two great segments of the financial economy. The bill 
before you, Senate bill 975, would put them on the same basis, and 
we respec tfully urge its enactment. 

As recently as “February 1, 1954, hearings were held before the 
Home Loan Bank Board on proposed rules and regulations to govern 
the branch privileges of Federal savings and loan associations. The 
basic rules for the regulation of brane ‘h privileges of Federal savings 
and loan associations is not a proper subject for the exercise of admin- 
istrative authority. In a matter so fundamental as the establishment 
of branches for these federally chartered institutions, the Congress 
of the United States should write the policy, as it has already done 
with respect to the home offices of Federal savings and loan associa- 
tions. 

The proposed regulations on which the hearing of February 1 was 
held are much too broad, in that they would allow Federal savings 
and loan branches in the same number and location as branches per- 
mitted to commercial banks accepting thrift accounts and making 
home mortgages, and would permit branches of Federal savings and 
loan associations where financial institutions are related by chain, 
group, or other affiliation. 

These terms are too indefinite to be used as standards or tests for 
the granting of branches, and are not subject to definition. State- 
chartered mutual thrift institutions are independent and are not mem- 
bers of chains or groups of banks, and have no affiliates. If the 
indefinite standards contained in the proposed amendments to the 
regulations are adopted, in some States, it would permit statewide 
branches, without limitation. 

Senate bill 975 is an equitable branch law. It would permit the 
Federal savings and loan associations to have exactly the same 
branch privileges as are permitted in the several States to State- 
chartered savings and loan associations or State-chartered mutual 
savings banks. 

Senator Busu. If it also permitted them to have the same branch 
privileges as the commercial banks that take thrift accounts, how 
would you feel about that? 

Mr. Srocker. I would object to it. 

Senator Busx. On what basis? 

Mr. Srocker. Commercial banks actually do not take thrift 
accounts and make mortgages, as a rule. They do a little thrift 
business, but it is very, very small. 

Senator Busx. Then why would you object if it is such a small 
matter? 

Mr. Srocker. Because I don’t think that is the proper comparison. 
It should be between banks, not commercials who are engaged in an 
entirely different business. 
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[t is a matter which I believe the States have studied from time 
to time and the States may and should regulate their own commercial 
banks. 

In fields of banking other than the thrift field, the Federal Govern- 
ment has given encouragement and assistance to the maintenance of 
the dual banking system in recognition that the balance between these 
two systems is an important factor in the maintenance of economic 
safety and the health of our financial institutions. The Federal 
Reserve Board, in its operation of the Federal Reserve System, has 
consistently supported equality of privilege between Federal-chartered 
institutions and State-chartered institutions. The Federal Deposit 
Insurance Corporation has likewise scrupulously adhered to the bal- 
ance of equality in supporting the dual system. 

The Congress of the United States lent its clear support to equality 
in the dual Danking system in 1927 with the enactment of the McFad- 
den Act (12U.S.C.A 36), which, with its amendments, has put national 
banks upon the same basis as State-chartered banks insofar as 
branch privileges are concerned. No such equality of branch priv- 
ileges exists between the federally chartered savings and loan asso- 
ciations and the State-chartered mutual savings bank, and we are 
here today to ask this committee to initiate the correction of this 
inequality by its approval of S. 975. 

There is an uncertain legal situation which has resulted from court 
opinions bearing on the branch privileges of Federal savings and loan 
associations. In recent years, in two different cases, a Federal court, 
in North Arlington Nat. Bank v. Kearny Fed. Savings & Loan Assoc., 
(187 Fed. (2d) 564); certiorari denied (342 U.S. 816, 96 L. ed. 617), 
and a State court, in Springfield Institution for Savings et al. v. Wor- 
cester Federal Savings & Loan Association et al., certiorari denied 
(97 L. ed) have refused to restrict Federal savings and loan association 
branch privileges. The first case arose in New Jersey, and the second 
case came out of my own State of Massachusetts. 

In both instances, the cases were carried to the Supreme Court of 
the United States and in both cases, the Supreme Court has refused to 
pass upon this important issue. 

So in at least two States, New Jersey and Massachusetts, the legal 
situation is such that the Federal savings and loan associations, with 
the approval of the Home Loan Bank Board, can locate new branches 
in utter disregard of our State laws ard our State practice. This has 
resulted in absolute inequality of treatment and utter discrimination 
in favor of the Federal savings and loan associations, in violations of 
the principles of dual banking. 

I am advised by counsel that the refusal of the Supreme Court of 
the United States to grant certiorari in the New Jersey and in the 
Massachusetts cases does not put the stamp of approval of the Supreme 
Court on the holdings of the lower court cases, and is not in any way 
indicative of what the Supreme Court might do with regard to a later 
case on the same subject if it chose to grant certiorari. 

The unsettled situation with respect to the law governing branch 
privileges of Federal savings and loan associations can be and should 
be resolved by the Congress of the United States. 

It is our belief that S. 975 is a fair and equitable basis for the equali- 
zation of branch privileges between these Federal-chartered institu- 
tions and State-chartered mutual savings banks. We are asking that 
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they be put on exactly the same basis as ourselves. Our mutual 
savings banks compete daily with all types of savings institutions, 
including other mutual savings banks, Federal savings and loan associ- 
ations, and State savings and loan associations. 

In supporting the enactment of S. 975, we are only asking that all 
of us be permitted to operate under the same rules. 

Thank you very much. 

Senator Busu. Have you any additional comments you would like 
to make? You have heard some of the other witnesses. I wondered 
if you cared to comment on any of the things you heard here. 

Mr. Srocksur. I heard you ask one witness for an example of a 
Federal savings and loan association having a branch privilege over 
a State line. I believe there was one, the Indiana Federal Savings and 
Loan Association, which was granted a branch either in Ohio or 
Kentucky. That could be checked, of course, with the Home Loan 
Bank Board. “ fe 

Another case where they do not have any branch privileges in the 
State of Minnesota, a Minneapolis Savings and Loan was granted a 
branch in Minneapolis. In our own State, of course, we had several. 

As Mr. Perry pointed out, we have a 50-mile restriction on thrift 
institutions in Massachusetts and 2 were granted in the Springfield 
area which were much further away than 50 miles. 

[ would like, if it is possible to do so orally, to record the Savings 
sanks Association of Massachusetts in favor of this bill. 

I am authorized as a former president of the Savings Banks Associa- 
tion of Massachusetts, to record them in favor of the bill, if I may. 

Senator Busu. We will be very glad to have that for the record. 

Mr. Srockxer. That is all I have. 

Senator Busa. Thank you very much for coming down. You have 
given very fine testimony. Without objection, the committee will 
stand in recess until tomorrow morning at 10 o’clock. 

(Whereupon, at 12:20 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Wednesday, February 17, 1954.) 
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WEDNESDAY, FEBRUARY 17, 1954 


UnitTEep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON SECURITIES, INSURANCF AND BANKING, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate 
Office Building, at 10 a. m., Senator Prescott Bush (chairman) 
presiding. 

Present: Senators Bush, Beall, and Frear. 

Senator Busu. The committee will please be in order. 

The first witness this morning is Mr. Lynwood K. Elmore, president 
of the National Association of Supervisors. 

Mr. Elmore, how would you like to proceed? 


STATEMENT OF LYNWOOD K. ELMORE, PRESIDENT, NATIONAL 
ASSOCIATION OF SUPERVISORS OF STATE BANKS 


Mr. Etmore. I would like to proceed largely from my prepared 
statement, with a few omissions for the sake of brevity. 

Senator Busn. Will you please proceed. 

Mr. Etmorr. My name is Lynwood K. Elmore, and I am bank 
commissioner of Connecticut. I am appearing here on behalf of the 
National Association of Supervisors of State Banks as its president, 
and I wish to express the appreciation of our members to this com- 
mittee for granting this opportunity to present our position in support 
of S. 975. 

The National Association of Supervisors of State Banks is an organ- 
ization composed of the bank supervisors of the 48 states, the Territory 
of Hawaii, and Puerto Rico. As of June 30, 1953, there were under 
State supervision 9,576 banks with total assets of $104,435 million, 
approximately one-half of the banking assets of the country. 

Over and above this, 32 of our members supervise state-chartered 
savings and loan associations, while in 16 of the other 18 jurisdictions, 
the individuals responsible for the supervision of State-chartered 
savings and loan associations are members of the National Association 
of State Savings and Loan Supervisors. 

The bill before this committee is an exact counterpart of 5. 2564, 
which was introduced in the 82d Congress at the joint request of our 
association and the National Association of State Savings and Loan 
Supervisors, and which was favorably reported by the Senate Bank- 
ing and Currency Committee, but did not reach a vote in the Senate. 

At this point, for the purposes of brevity, I will skip the balance of 
the paragraph which deals with the purpose of the bill because that 
was pretty well covered yesterday. 

45 
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Senator Busn. But the reporter will understand that the full text 
of the report goes into the record. 

Mr. Ex_more. It amends subsection (e) of section 5 of the Home 
Owners Loan Act of 1933 by setting forth specifically the power of the 
Home Loan Bank Board to authorize branches of Federal savings and 
loan associations and to restrict such powers, insofar as number and 
location are concerned, to the law or practice governing branches of 
State-chartered savings and loan associations of mutual savings banks 
in the states in which such Federal associations are operating. 

In other words, Federal savings and loan associations are given the 
most liberal State branch privilege as between savings and loan asso- 
ciations and mutual savings banks. There is logic in this position as 
both of these types of institutions are mutual in nature and similar 
in purpose, 

In the development of the Federal Home Loan Bank system and 
the Federal savings and loan associations, the question of branches 
was not directly treated. The Home Owners Loan Act of 1933, which 
provides for the incorporation, operation, and regulation of Federal 
savings and loan associations, contains no provision authorizing the 
Home Loan Bank Board to permit a Federal savings and loan associa- 
tion to maintain and operate branch offices. That prerogative has 
been taken by the Board under the broad regulatory powers given 
them under the act. 

Congress has, however, defined branch powers in the case of national 
banks. 

Senator Busu. Would you say they have improperly used their 
authority under the act, or. that they have just used it? 

Mr. Etmore. Would you ceed if 1 come to that a little later on? 

Senator Busn. I will withdraw the question. Go ahead. 

Mr. Eimore. The right of the individual States to determine the 
basic conditions under which there shall be branch operations, if at 
all, was recognized a quarter of a ey ago with the passage of the 
McFadden Act in 1927. In that act, the Comptroller of the Cur- 
rency was for the first time permitted to grant national banks author- 
ity to establish branches, but subject to the limitations imposed by 
State law for State banks—44 Statute 1228, 12 United States Code, 
section 36. 

In 1932, Congress again debated the statute and reaffirmed its 
position. This was in section 23 of the Banking Act of 1933, 48 
Statute 189, amending Revised Statutes section 5155, 12 United 
States Code, section 36. This position accepts the basic principle of 
States’ rights which is the cornerstone of our dual banking system. 
During this 25- year period since the passage of the Mc Fadden Act, 
national banks and State bavks enjoying equal branch privileges have 
existed harmoniously side by side. 

Senator Busu. And you endorse, in a general way, that so-called 
States’ rights philosophy? 

Mr. Etmors. I do. Our association has long been on record in 
seeking legislation to conform the powers of the Home Loan Bank 
Board in the granting of branch privileges to Federal savings and 
loan associations to the law or practice in the various States governing 
like type institutions under State charter, and through its officials 
and committees, has tried to enlist the support of the Home Loan 
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Bauk Board in observing this essential feature of our dual banking 
system. 

During this period, the Board has not accepted this principle but, 
rather, has applied its own standards without feeling obliged to follow 
the partic ‘ular State’s pattern in each case, either as a matter of law or 
policy. Those are the exact words of the Chairman of the Home Loan 
Bank Board back in 1950, 

In an increasing number of cases, branches have been granted to 
Federal savings and loan associations under conditions prohibitive to 
State-chartered savit igs and loan associations; that is, in contravention 
to State law and practice for that type of institution. As of December 

1952, there were 39 such branches, and others have since been 
granted. 

That bears, Senator, on your question of a minute ago. There have 
been 39 branches up to December 31, 1952, granted in contravention of 
State statutes and there have been some since. Mr. George V. Markey, 
chairman of the legislative committee of the National Association of 
State Savings and Loan Supervisors will present a study supporting 
this. 

The sharp discrimination against State-chartered savings and loan 
associations and the erosive influence on the dual system are self- 
evident. 

Senator Buss. Who has been discriminating? 

Mr. Etmors. The Home Loan Bank Board, in granting 39 branch 
privileges to Federal savings and loan associations in contravention 
to specific provisions of State law for State-chartered savings and loan 
associations in those particular States. As I say, Mr. Markey will 
have a study showing those States involved. 

Senator Busu. In other words, if S. 975, in its present form, were 
in effect, there are 39 branches which could not have been established 
under that policy? 

Mr. Extmore. That is correct. 

Senator Busy. That is the point, is it? That is a very important 
point. 

Mr. Exmorn. That is so, 

Senator Busn. That is what you are saying? 

Mr. Exumore. Yes. 

Senator Busu. The discrimination which you speak of would seem 
to indicate that the Home Loan Bank Board had discriminated. But 
after all, the State bank examiners or the States themselves are the 
ones who have taken the responsibility for the discrimination if they 
do not let their own institutions do what the Federals have done. So 
the discrimination tag is not alone on the Home Loan Bank Board; 
is it? 

Mr. Ex_more. I can put it the other way around. In 39 cases, the 
Home Loan Bank Board granted branch privileges beyond the scope 
of the State statutes for State savings and loan associations. ‘To the 
extent involved in the various States, the State-chartered savings and 
loan associations were put to discrimination, or discriminated against. 

Senator Busn. They found themselves in that position? 

Mr. Evmore. The point is, in these cases, the Home Loan Bank 
Board did not follow the State law and practice as they would have to 
under S. 975. 

Senator Busu. Thirty-nine such cases? 
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Mr. E_more. There will be a study of that presented, 

Senator Bus. Will you proceed? 

Mr. Etmore. Recently, however, there has been indication of 
modification of policy by the Home Loan Bank Board, as evidenced 
by a proposed amendment to section 145.14 of the rules and regulations 
for the Federal savings and loan system, dealing with F ederal savings 
and loan branches, on which a hearing was held on February 1. That 
has been mentioned in vesterday’s proceedings. 

There are two phases of this regulation that I would like to mention, 
and I will paraphrase here from the comments I have in the prepared 
statement. 

The Home Loan Bank Board, under this proposed regulation, would 
be held to the State law and practice for any one or more types of 
financial institutions authorized to provide savings, thrift, or home- 
financing facilities to the public. Further, however, in determining 
the practice, they hold that the operation of chain, group, or affiliated 
financial institutions shall be regarded as the operation of branch 
offices: 

No application to establish a branch office will be approved by the Board where 
the location of such branch office, or the number of branehes which the applicant 
would have if such application were approved, would not be permitted by law 
or practice in the State, district, or Territory in which the home office of the 
applicant is located with respect to branches or branch offices of any one or 
more types of financial institutions located in such State, district, or Territory, 
authorized to provide savings, thrift, or home-financing facilities to the 
public * * *, 


It is further provided 
That, for the purpose of determining practice in any State, district, or Territory 
within the meaning of this section, the operation of chain, group or affiliated 
financial institutions shall be regarded as the operation of branch offices, and the 
term branch office, for the purposes of this section, shall include any office of 
a financial institution at which savings may be received. 

This limited recognition of the rights of the States to determine the 
general conditions under which branches of savings and loan as- 
sociations, both State and Federal, may be established, or whether 
they may be established, is a step in the right direction and would 
equalize branch rights among the various types of banking institutions 
in my own State of Connecticut. There are, however, deep-seated 
principles involved and basic objections to the proposal which I 
would like to categorize under three headings. All of these objections 
would be met under the provisions of S. 975. 

(1) The determination of this important and serious issue, affecting 
as it does the rights of the individual States and the equality of 
privilege of like type institutions under our dual banking system, 
should be made by the Congress of the United States, a premise 
already established in cases of branches of national banks, and not by 
a regulatory board. 

(2) The proposed amendment gives Federal savings and loan 
associations parity of branch privileges with any type of financial 
institution authorized to provide savings, thrift, or home-financing 
facilities. This language is general, indefinite, and difficult of inter- 
pretation, and we believe too broad in its scope and effect. 

It includes institutions dissimilar in nature to savings and loan 
associations and subject to different laws and restraints. We believe 
that the people of each State, through its governing body, should 
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have a complete freedom of choice as to the scope and extent of branch 
privileges it sees fit to extend to various types of financial institutions 
operating within its borders. 

A study of branch treatment under State laws for the several types 
of financial institutions will be presented by Mr. William A. Lyon, 
chairman of the legislative committee of our national association 

(3) Much of the effect of the proposed amendment is undercut by 
the provision that the operation of chain, group or affiliated financial 
institutions shall be regarded as a branch operation. This means 
that where such an operation exists and it does exist in varying degree 
in 24 States, 11 of which prohibit all branch operations, the Home 
Loan Bank Board would be free, if it Saw fit. to authorize branches to 
Kederal savings and loan associations on a statewide basis. 

This results in a situation highly discriminatory to State-chartered 
savings and loan associations in those States and damaging to the 
maintenance of a strong dual system. Under the chain, group or 
affiliated bank operation, each bank is a separate corporate entity, an 
established institution with independent capital and surplus and 
subject to laws and regulations which govern all banks. They are 
not branches nor are they so considered by the individual States 
The holdmg company and the branch problems are separate and 
distinct. 

In summary, we feel that S. 975 presents a fair and equitable solu- 
tion on a national level of this troublesome problem and respectfully 
urge that the committee again favorably consider this bill and seek 
its passage in the Senate. 

Senator Busn. Mr. Elmore, I am going to ask you a question 
which I asked several of the witnesses vesterday. It is as follows: 
If this bill were to be amended so that Federal savings and loan asso- 
ciations would have branches, and State savings and loan associa- 
tions, mutual savings banks and commercial banks gathering thrift 
accounts are allowed to have branches bv State law, how would vour 
organization feel about such an amended bill? This would eliminate 
parity with the group banks which you have just mentioned, the 
chain banks or bank holding companies, as contained in the prepared 
regulations of the Home Loan Bank Board. 

Mr. Etmorr. The National Association of Supervisors of State 
Banks would object to such an amendment on the basic principle that 
the State should have the right to determine the basie conditions 
under which there should be branch operations. Commercial banks 
are dissimilar in nature from savings and loan associations. 

They are banks of deposit and discount. Thev have different 
investment limitations. Thev are subject to rigid reserve require- 
ments. They are subject to sharper liquiditv needs. Many States 
have placed branch requirements for the different types of institu- 
tions within their borders so that discrimination would occur if the 
Federal savings and loan associations were given equal branch privi- 
leges under the most-favored basis. We feel that if a change is 
desirable in any individual case, the approach should be from the 
State level, a fact that was brought out vesterday at one point 

Senator Busn. I don’t wish to confuse vour position of State bank 
examiner with your official position here this morning, nor to embarrass 
you in any way, but IT would like to know if you would care to come 
back here as a State bank examiner of Connecticut and tell us how 
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your situation is working there. I believe there, the same situation 
obtains that I have just read, namely, that the commercial banks, 
with thrift accounts, if added to S. 975 as a guide to branch privileges, 
would give you pretty much what we have in the State of Connecticut 
right now. My own observation is that that works pretty well and 
there doesn’t seem to be much kicking about it from the commercial 
banks or the savings banks or the Federals or anybody else. 

Mr. Exmore. I will comment on that. 

Senator Busu. I would be glad to have you do it. 

Mr. Eumore. As I have indicated here on the proposed regulation, 
there would be an equalization of privilege. Prior to 1949, branches 
were prohibited to State-chartered savings and loan associations, 
whereas there were branch privileges of the savings banks and the 
commercial banks. In 1949, legislation was passed giving the savings 
and loan associations branch privileges virtually on the same basis 
as the other two types of branch privileges, a position which we 
supported in the Connecticut State Banking Department. 

Since 1949, as I have already indicated in this statement, there 
has been an equality of privilege in Connecticut. There is a matter 
of determination on a State level. It seems to me that it accentuates 
the point that there can be an approach on a State level to eliminate 
any inconsistencies in any given set of laws. I think it is a point 
of strength to the general argument that the State should be the 
governing factor in the determination of branch privileges for each 
specific type of institution. 

I don’t think that general principle is undercut by the situation in 
Connecticut, where the State legislature feels that there should be 
virtual parity of privilege. 

Senator Busx. It has been said here, and I think the opinion is 
fairly widely held, that one of the reasons in favor of amending this 
bill so as to put commercial banks holding thrift accounts in the most- 
favored-nations group, so to speak, is ‘that the commercial banks 
holding thrift accounts are not very aggressive in respect to lending on 
homes and mortgages. That because of the somewhat different nature 
of their overall business and their deposit liability and so forth, they 
are not very aggressive lenders in the homebuilding field, whereas the 
Federal savings and loan associations and the State savings and loan 
associations are aggressive lenders and should not be held back by the 
desire of the commercial banks to restrict their competition, so to 
speak. 

Would you care to comment on that? 

Mr. Eumore. It doesn’t seem to me that it is a question of the 
desire of the commercial banks on competition. Of course, I can’t 
speak for commercial banks, nor is it my position to. Certainly, the 
position of our association is not predicated on any such premise. 
There is nothing in the bill that limits or forestalls, I should say, 
branches, per se, by Federal savings and loan associations. There has 
been some intimation to that effect, perhaps. That is not the case. 

It is merely to equalize the privilege on a State level on the branch 
operation, as I think Senator Frear mentioned yesterday. There is 
always the chance of new organizations which do not come within the 
purview of this bill in any way, shape, or manner—new banking 
organizations or savings and loan organizations. 

Senator BusH. It is meant to equalize on the State level with 
mutual savings banks and State savings and loan associations, but it 
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is not designed to equalize with other thrift institutions, including 
commercial banks. 

Mr. Etmore. That is right. 

Senator BusH. What I am trying to get at in my questions is why 
should the commercial banks be in a separate category as long as they 
are competing for thrift accounts and as long as they do gather thrift 
accounts in a big way? They are definite competitors to that extent 
in that field with the savings and loan associations, both State and 
Federal, and with the mutual savings banks. Why should they have 
preferred branching privileges, inasmuch as they are in direct compe- 
tition in that field? To put the question differently, why should not 
those who have only the one operation, namely, savings and loans, 
have the same branching privileges as these bigger companies Or 
banks who are, perhaps, their chief competitors? 

Mr. Etmore. Of course, the commercial bank’s thrift division or 
department is an incidental department to a basic bank of discount 
and deposit, as I indicated a minute ago. There are many different 
factors involved in a commercial bank operation. The matter of 
determination, it is our position, whether there should be different 
or broader branch privileges through any one of the two types, should 
be determined on the State level so that in those States where presently 
there may be a difference in the branch privileges, it should be solved 
in that State. A natural result that would affect all Federal savings 
and loan associations on a most-favored basis would not work dis- 
crimination against the State-chartered institution in that particular 
State if it were done in that manner. 

The approach should be in the State legislatures. 

Senator Busn. I agree with that. 

Mr. Etmore. I am not taking the position, naturally, except in 
principle. 

Senator Busu. What we are talking about is thrift-gathering 
institutions. If the State legislature wants to give commercial banks 
which don’t have thrift accounts certain branching privileges that 
don’t apply to those who do have thrift accounts, the State authorities 
have aright to discriminate in that way. 

Mr. Etmore. By the same token, regardless of whether they have 
a thrift account or not, the whole principle of determination on a 
State level cuts across the board. 

Senator BusH. Yes; but my point is, Mr. Commissioner, the chief 
objection of the commercial banks to these Federal savings and loan 
associations is competition. They don’t want it. My point is, is it 
not in the public interest that there should be competition and that if 
these good commercial banks want to compete in the field of thrift 
accounts, they should not have any unfair advantage in that connec- 
tion? That is what I don’t see. 

Mr. ELmore. There are many different factors surrounding each 
individual set of facts in each individual State. The State law may 
give different privileges. There are a vast amount of privileges. I 
would like to refer to Mr. Lyon, who is goint to present a study of the 
different privileges ‘nvolved in the various States. There are different 
privileges that are not necessarily to the State legislatures but which 
predicate their decision on the banks. This is determined in the 
State legislature. 
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Senator Busu. I certainly agree that the general policy should be 
laid down in the State legislatures and that “the national banks and 
the Federal savings and loan associations should conform to that 
policy. I think the Federal law, however, should be written so as to 
give the branching privilege on a most-favored-nations basis within 
States; that the States should not be allowed to discriminate between 
thrift-account institutions, if you will. 

Mr. Etmore. They are not similar-type institutions. They are 
basically different 

Senator Busn. They are similar in that one operation. It happens 
that they do have the other departments, which are deposit banking 
and loans and the trust business and all that sort of thing. 1 know 


about that. But they are a definite competitor, and in some States 
they are the biggest competitors for savings and thrift accounts, as 
you know. Is that not right? In some States they are. 


Mr. Eimore. In other words, in many States they are not savings 
banks, is what you are really saying 

Senator Busu. My point is, if they want to be in the savings and 
loan business, that is all right. I don’t object to them having de- 
partments, but I do object at the moment to their being in a preferred 
position. It is not clear to me why they should be in that position 
and be able to hold back the savings and loan business for mutual 
savings banks or savings and loan associations. 

Mr. Eimore. | don’t see the connection about this being in the 
savings and loan business. It is the taking of deposits on an interest 
basis that is a definite and specific thrift function authorized to State- 
chartered commercial institutions. 

Senator Busu. That is right. 

Mr. Exmore. It is not a savings and loan operation. It is a thrift 
operation and they are under an entirely different set of investment 
laws and restrictions. As I pointed out before, the matter of reserve 
requirements is a lot different. 

Senator Busn. Sure. That is because of their engagement in other 
forms of business, though. 

Mr. Etmore. That governs the branch privilege. I am speaking 
only on principle in my statement here. 

Senator Bus. So am I. 

Senator Frear, do you wish to ask Mr. Elmore any questions? 

Senator Frear. No, I don’t believe so, Mr. Chairman. 

Senator Busa. Thank you very much. 

You will be here in case we want to call you back today? 

Mr. Exmore. I will be here today. I am planning to go back this 
afternoon. 

Senator Busu. I don’t think it will be necessary to stay over. 
Thank vou very much. 

(Mr. Elmore’s prepared statement follows:) 


STATEMENT OF Lynwoop K. EL_mMorgE, PRESIDENT, NATIONAL ASSOCIATION OF 
SUPERVISORS OF STATE BANKS 


Chairman Bush and members of the committee, my name is Lynwood K, 
Elmore, and I am Bank Commissioner of Connecticut. I am appearing here on 
behalf of the National Association of Supervisors of State Banks as its president, 
and I wish to express the appreciation of our members to this committee for 
granting this opportunity to present our position in support of 8. 975, 
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The National Association of Supervisors of State Banks is an organization com- 
posed of the bank supervisors of the 48 States, the Territory of Hawaii, and 
Puerto Rico. As of June 30, 1953, there were under State supervision 9,576 banks 
with total assets of $104,435 million, approximately one-half of the banking assets 
ofthe country. Over and above this, 32 of our members supervise State-chartered 
savings and loan associations, while in 16 of the other 18 jurisdictions the indi- 
viduals responsible for the supervision of State-chartered savings and loan asso- 
ciations are members of the National Association of State Savings and Loan 
Supervisors. 

The bill before this committee is an exact counterpart of S. 2564, which was 
introduced in the 82d Congress at the joint request of our association and the 
National Association of State Savings and Loan Supervisors, and which was 
favorably reported by the Senate Banking and Currency Committee but did not 
reach a vote in the Senate. It amends subsection (e) of section 5 of the Home 
Owners’ Loan Act of 1933 by setting forth specifically the power of the Home 
Loan Bank Board to authorize branches of Federal savings and loan associations 
and to restrict such powers, insofar as number and location are concerned, to the 
law or practice governing branches of State-chartered savings and loan associa- 
tions or mutual savings banks in the States in which such Federal assocjations are 
operating. In other words, Federal savings and loan associations are given the 
most liberal State branch privilege as between savings and loan associations and 
mutual savings banks. There is logic in this position as both of these types of 
institutions are mutual in nature and similar in purpose. , 

In the development of the Federal Home Loan Bank System and the Federal 
savings and loan associations, the question of branches was not directly treated. 
The Home Owners’ Loan Act of 1933, which provides for the incorporation, opera- 
tion, and regulation of Federal savings and loan associations, contains no provision 
authorizing the Home Loan Bank Board to permit a Federal savings and loan 
association to maintain and operate branch offices. That prerogative has been 
taken by the Board under the broad regulatory powers given them under the act. 

Congress has, however, defined branch powers in case of national banks. The 
right of the individual States to determine the basic conditions under which there 
shall be branch operations, if at all, was recognized a quarter of a century ago 
with the passage of the McFadden Act in 1927. In that act the Comptroller of 
the Currency was for the first time permitted to grant national banks authority 
to establish branches but subject to the limitations imposed by State law for 


State banks (44 Stat. 1228; 12 U.S. C. 36). In 1932 Congress again debated the 
statute and reaffirmed its position (sec. 23 of the Banking Act of 1933, 48 Stat. 
189, amending Rev. Stat. 5155; 12 U. 8. C. 36). This position accepts the basic 
principle of States’ rights which is the cornerstone of our dual banking system, 


During this 25-year period since the passage of the McFadden Act, national banks 
and State banks enjoying equal branch privileges have existed harmoniously side 
by side ; 

Our association has long been on record in seeking legislation to conform the 
powers of the Home Loan Bank Board in the granting of branch privileges to 
Federal savings and loan associations to the law or practice in the various States 
governing like type institutions under State charter, and through its officials and 
committees has tried to enlist the support of the Home Loan Bank Board in ob- 
serving this essential feature of our dual banking system. During this period, 
the Board has not accepted this principle but, rather, has applied its own standards 
without feeling obliged to follow the particular State’s pattern in each case, 
either as a matter of law or policy. In an increasing number of cases, branches 
have been granted to Federal savings and loan associations under conditions 
prohibitive to State-chartered savings and loan associations; that is, in contra- 
vention to State law and practice for that type of institution. As of December 
31, 1952, there were 39 such branches and others have since been granted. The 
sharp discrimination against State-chartered savings and loan associations and 
the erosive influence on the dual system are self-evident. 

Recently, however, there has been indication of modification of policy by the 
Home Loan Bank Board, as evidenced by a proposed amendment to section 145.14 
of the Rules and Regulations for the Federal Savings and Loan System dealing 
with Federal savings and loan branches, on which a hearing was held on February 
1. This proposed regulation provides, among other things, that 

“No application to establish a branch office will be approved by the Board 
where the location of such branch office, or the number of branches which the 
applicant would have if such application were approved, would not be permitted 
by law or practice in the State, district, or Territory in which the home office 
of the applicant is located with respect to branches or branch offices of any one 
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or more types of financial institutions located in such State, district, or Territory, 
authorized to provide savings, thrift, or home-financing facilities to the pub- 
lic * * * ave. 

It is further provided— 

‘That, for the purpose of determining practice in any State, district, or Terri- 
tory within the meaning of this section the operation of chain, group, or affiliated 
financial institutions shall be regarded as the operation of branch offices, and the 
term branch office, for the purposes of this section, shall include any office of a 
financial institution at which savings may be received.” 

This limited recognition of the rights of the States to determine the general 
conditions under which branches of savings and loan associations, both State and 
Federal, may be established or whether they may be established is a step in the 
right direction and would equalize branch rights among the various types of 
banking institutions in my own State of Connecticut. There are, however, 
deep-seated principles involved and basic objections to the proposal which I 
would like to categorv under three headings. All of these objections would be 
met under the provisions of S. 975. 

(1) The determination of this important and serious issue, affecting as it does 
the rights of the individual States and the equality of privilege of like type insti- 
tutions under our dual banking system, should be made by the Congress of the 
United States (a premise already established in case of branches of national 
banks) and not by a regulatory board. 

2) The proposed amendment gives Federal savings and loan associations 
parity of branch privileges with any type of financial institution authorized to 
provide savings, thrift, or home-financing facilities. This language is general. 
indefinite, and difficult of interpretation, and we believe too broad in its scope and 
effect. It includes institutions dissimilar in nature to savings and loan associa- 
tions and subject to different laws and restraints. We believe that the people 
of each State, through its governing body, should have a complete freedom of 
choice as to the scope and extent of branch privileges it sees fit to extend to various 
types of financial institutions operating within its borders. 

(A study of branch treatment under State laws for the several types of financial 
institutions will be presented by Mr. William A. Lyon, chairman of the legislative 
committee of our national association. 

(3) Much of the effect of the proposed amendment is undercut by the pro- 
vision that the operation of chain, group, or affiliated financial institutions shall 
be regarded as a branch operation. This means that where such an operation 
exists—and it does exist in varying degree in 24 States, 11 of which prohibit all 
branch operations—the Home Loan Bank Board would be free, if it saw fit, to 
authorize branches to Federal savings and loan associations on a statewide basis. 
This results in a situation highly discriminatory to State-chartered savings and 
loan associations in those States and damaging to the maintenance of a strong 
dual svstem. Under the chain, group, or affiliated bank operation, each bank is 
a separate corporate entity, an established institution with independent capital 
and surplus and subject to laws and regulations which govern all banks. They 
are not branches nor are they so considered by the individual States. The holding 
company and the branch problems are separate and distinct. 

In summary, we feel that S. 975 presents a fair and equitable solution on a 
national level of this troublesome problem and respectfully urge that the com- 
mittee again favorably consider this bill and seek its passage in the Senate, 


Senator Busn. Mr. Lyon, will you come forward, please? 


STATEMENT OF WILLIAM A. LYON, CHAIRMAN OF THE LEGIS- 
LATIVE COMMITTEE, NATIONAL ASSOCIATION OF SUPER- 
VISORS OF STATE BANKS 


Senator Busn. Mr. Lyon, how do you wish to proceed? 

Mr. Lyon. Senator, if it is agreeable with you I would like to make 
a few preliminary remarks before I get into that statement. 

Senator Busn. Any way you wish to proceed. 

Mr. Lyon. To omit part of it to save the committee’s time and to 
avoid repetition, but to pick up later on and go ahead with it. 
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Our national association appreciates very much the committee's 
courtesy in allowing both Mr. Elmore and me to come to talk about 
the position of the States. The State supervisory position is presented 
not only by Mr. Elmore and myself but also by Mr. Markey, who is 
here in behalf of the sister association of the National Association of 
peer of State Banks; that is, the National Association of 
State Savings and Loan Supervis ors. 

Senator Busu. I would like to say for the record that the committee 
is very glad to extend the privilege to both you and Mr. Elmore 
because it is hard to imagine two men better qualified to do the work 
that they have been doing or who are held in more high respect 
generally than you gentlemen are in the whole field of finance and 
banking. It is a privilege to have you both here. 

Mr. Lyon. Thank you very much, Senator, for both of us. 

I would like to say to you that my remarks are addressed very 
largely to the effect on the States of putting into effect the Home 
Loan Bank Board regulations. I would like to begin by saying that 
you have in the United States a very widely varying pattern of branch 
powers. You have three different types of State approaches to this 
problem. You have 11 States in the United States that absolutely 
and unconditionally prohibit branches to all types of institutions, 
You have 7 States that permit branches to all types of institutions on 
a statewide basis. 

Senator Busu. Seven States prohibit what? 

Mr. Lyon. Seven States permit statewide branches to all type of 
institutions. Eleven prohibit branches. 

Senator Busu. That is the first category. 

Mr. Lyon. There are 30 that are in a mixed category that allow 
some branches, but they don’t allow them statewide and they don’t 
allow them unconditionally to all types of institutions. It is a fair 
question, I suppose, as to which one of these approaches is the right 
one. I think you would have to say that none of them is right. 
They are different. Each has its own special ends that it seeks to 
serve. 

I think those States which prohibit branches to all types of institu- 
tions are exercising a valued privilege of giving every encouragement 
to the local, independent institutions that they can give. I think 
those that permit statewide branches have said, in effect, to the 
independent banks, “It is all right to go ahead and exist, but you must 
prepare to sink or swim in the fast-running competitive stream.” 

New York is among the 30 that have the mixed financial banking 
economy. We have tried to make the most of both types of approach. 
We think that Florida and Illinois and Kansas and Minnesota and 
Montana and all of the 11 are wrong, and we think that California 
and Connecticut and Nevada and Rhode Island are wrong. But, 
Senator, this is like what Voltaire said, ‘“We disagree with you, but 
we would defend to the end your right to do this thing.” 

In this country we are united in a great many things, but we also 
permit a great deal of individualism to exist, too. In nothing is this 
individualism more individual among the States than in the matter 
of branches. 

I would like to recall that a judge of the Supreme Court near this 
building where we sit said a few years ago that a large regard for 
individual variations is the essence of democracy. 
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Now, if I may, I would like to go into my statement. 

Senator BusH. You would like to have the entire statement placed 
in the record? 

Mr. Lyon. I would like it very much. 

I will begin talking directly to the point of the variation in pattern 
and the effect on the States. In this presentation I want to say that 
I am drawing on a study that my associate in the New York Banking 
Department, Edward H. Leete, a deputy superintendent, has made. 
We have provided copies of this study to the members of the com- 
mittee. 

I don’t want to distress you by making you think I want to get it 
all in the record by reading it this morning. To determine the varia- 
tions in the State pattern, we have compiled the accompanying table 
entitled, “Branch Powers of State Chartered Savings and Loan 
Associations and Savings Banks Compared With Those of Commercial 
Banks.”’ 

Senator Bush and members of the committee, my name is William 
A. Lyon. I am superintendent of banks of the State of New York, 
and chairman of the legislative committee of the National Association 
of Supervisors of State Banks. My address is 270 Broadway, New 
York 7, N. Y. Our president, Mr. Elmore, has told you about our 
organization and our interest in legislation which will so vitally affect 
the State-chartered commercial banks, savings banks, and savings and 
loan associations which we supervise. 

I join with him on behalf of this national association in asking your 
support, and the support of every Member of Congress, in effecting 
the passage of S. 975, a bill to amend the Home Owners Loan Act of 
1933, by setting forth specifically the power of the Home Loan Bank 
Board to authorize branches of Federal savings and loan associations, 
and to restrict such power to the law or practice governing branches 
of State-chartered savings and loan associations or mutual savings 
banks in the States in which such Federal associations are operating. 

This bill was introduced by Senator Maybank for himself and 
Senator Capehart at the request of our national association and others. 
It is identical with S. 2564 which was favorably reported by the Com- 
mittee on banking and Currency, United States Senate, in the 82d 
Congress. Fundamentally, it is needed because Congress has not 
yet defined the power of the Home Loan Bank Board over branches 
of Federal savings and loan associations. It is desirable that this 
power be set forth as specifically as is that of the Comptroller of the 
Currency in relation to national banks. In 1927 the McFadden 
Act was passed, which for the first time permitted him to grant na- 
tional banks authority to establish branches but subject to the limita- 
tions imposed by State law for State banks in 44 Statutes 1228, 12 
United States Code, section 36. 

In 1932 the Congress again debated the statute and reaffirmed its 
provisions in section 23 of the Banking Act of 1933, 48 Statutes 189, 
amending Revised Statutes, section 5155, 12 United States Code, 
section 36. 

The McFadden Act recognized an essential principle of the dual 
banking system, namely, that in its very nature the States must be 
left free to set the branch pattern. If they forbid branches, national 
banks may not have them. If they permit branches on a restricted 
basis, national banks respect the restrictions. If the State chooses to 
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grant branches to savings and loan associations but to refuse them to 
banks, as some do, national banks follow the State law relating to 
banks not as it relates to savings and loan associations. 

The Home Loan Bank Board, however, has not been following this 
pattern. It has been granting many branches which a State mutual 
thrift institution similarly situated could not have under the State 
law or practice. Mr. Elmore has referred to a study made by George 
V. Markey, building and loan supervisor of Minnesota, and vice 
president of the National Association of State Savings and Loan 
Supervisors, of branches established by Federal savings and loan 
associations between December 1945 and December 31, 1952. Mr. 
Markey has brought the statement with him. Of particular signifi- 
cance is the fact that 39 of these branches in 10 different States were 
permitted beyond the State law or practice for State-chartered savings 
and loan associations. More such branches were granted during 1953, 
2 in my own State of New York with 4 more pending which will go 
beyond State limitations if granted. 

On February 1, 1954, the Home Loan Bank Board held a hearing 
on its resolution No. 6672 dealing with new regulations which it pro- 
poses to place in effect governing branch offices and agencies. This 
resolution was published in the Federal Register on December 19, 
1953. I wish to draw your attention particularly to two provisions 
contained in them. 

1. No application to establish a branch office will be approved by the Board 
when the location of such branch office, or the number of branches which the 
applicant would have if such application were approved, would not be permitted 
by law or practice in the State, District, or Territory in which the home office of 
the applicant is located with respect to branches or branch offices of any one or 
more types of financial institutions located in such State, District, or Territory, 
authorized to provide savings, thrift, or home-financing facilities to the public, 

2. For the purpose of determining practice in any State, District, or Territory 
within the meaning of this section the operation of chain, group, or affiliated 
financial institutions shall be regarded as the operation of branch offices, and the 
term ‘‘branch office,” for the purpose of this section, shall include any office of a 
financial institution at which savings may be received. 

With reference to the first of these provisions it is apparent that, in 
States where the various types of financial institutions have different 
branch powers, one or more of them would be at a disadvantage in 
relation to Federal savings and loan associations because the latter, 
under the proposed regulations, would enjoy the most liberal branch 
powers possessed by any of the State institutions. To determine the 
facts we have compiled the accompanying table entitled, “Branch 
Powers of State Chartered Savings and Loan Associations and Savings 
Banks Compared With Those of Commercial Banks.”’ 

Senator Bush. Is it your suggestion that those ought to go in the 
record? 

Mr. Lyon. Yes, sir. 

Senator Busn. At the end of your statement. It is so ordered. 

Mr. Lyon. For each State, the District of Columbia, Hawaii, and 
Puerto Rico, the branch powers of these three types of financial 
institutions are summarized. In the columns at the right it is indi- 
cated whether savings and loan associations and savings banks are at 
an advantage, at a disadvantage, or on an equal basis with commercial 
banks as to branch power, 
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It appears from the summary on the last page of the table that in 
20 States State-chartered savings and loan associations do not have as 
liberal branch powers as commercial banks, They have greater 
powers in 13 States. 

Senator Busu. In both cases those preferences have been deter- 
mined by State law? 

Mr. Lyon. That is correct. They are on an equal basis with 18. 
In 11 of the 18, branches are prohibited to both types of institutions. 
Mutual savings banks exist in only 17 States. Their branch powers 
are inferior to those of commercial banks in 6 and are on an equal 
basis in 11, wich branches prohibited to both in 3 of the 11. 

Since, under the proposed regulations, Federal associations would 
enjoy the most Jiberal powers ‘of the State institutions where they 
are located, they would have an advantage over State-chartered 
savings and loan associations in 20 States and over commercial 
banks in 13, and would also have an advantage over savings banks 
in 6 of the 11 States where the latter operate. 

There is still to be determined the effect of the provision concerning 
the operation of chain, group, or affiliated financial institutions. 
Here the figures we have taken from memorandum submitted by 
the Federal Reserve Board to this committee in the summer of last 
year. 

In this connection I should like to call your attention to part 1 of 
the hearings before this committee on June 10, 11, and 12, 1953, 
concerning bank holding companies. On pages 44, 45, 46, and 47 of 
the pamphlet in which these hearings were reported there are tables 
showing the banking offices and deposits of 34 holding company 
groups as at December 31, 1952. 

A review of these tables will reveal that such holding companies 
own 2 or more banks in 24 States and one bank each in 8 more States. 
The States in the first group are: California, Florida, Georgia, Illinois, 
lowa, Kansas, Kentucky, Massachusetts, Minnesota, Missouri, 
Montana, Nebraska, Nevada, New Hampshire, New York, North 
Dakota, Ohio, Oklahoma, Oregon, South Dakota, Tennessee, Texas, 
Washington, and Wisconsin. 

In the second group are: Arizona, District of Columbia, Idaho, 
Indiana, Michigan, Utah, Virginia, and Wyoming. 

Since, under Resolution 6672, the operations of these holding com- 
panies are to be regarded as the operation of branch offices, Federal 
associations could have branches in any of the 24 States where a 
holding company owns 2 or more banks and will be able to have 
branches in any of the other 8 if any holding company acquires a 
second bank. 

Senator, | would like to digress a moment to say that it seems to 
me that the holding company parallel is a rather thin reed to lean 
policy on in some of these States. I would like to cull our attention 
to the fact that in Illinois, for example, according to the Federal 
Reserve figures the holding company banks have only 0.67 percent 
or, in other words, two-thirds of 1 percent of the banking offices in 
the State, and they have 0.93 percent, or less than 1 percent, of all the 
bank deposits in the State. 

That seems to me to be stretching things much too far to derive 
from that small showing a State which had branch power as would be 
possible under the Home Loan Bank Board’s regulations. 
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You could go on to Kansas where half of 1 percent of the offices and 
eleven one-hundredths of 1 percent of the deposits are involved 
There are some other States that make a scarcely more favorable 
showing. 

We have combined the data concerning branch powers of commercial 
banks, mutual savings banks, and State-chartered savings and loan 
associations with the above information about bank holding compa- 
nies, and have prepared a study, which accompanies this statement, 
of the effect of the adoption of the regulation proposed by Resolution 
No. 6672 on the three types of State-chartered financial institutions. 

It shows in parallel columns the States where, under the proposed 
regulations, Federal savings and loan associations would have greater 
branch powers than commercial banks, mutual savings banks, and 
savings and loan associations. In only eight States would Federal 
associations have equal branch powers. In all the rest their power 
would be greater than those of 1 or more of the 3 types of State 
institutions. 

Of particular significance, it seems to us, is the situation in States 
whic h by law or practice do not permit branches to | or more of the 

3 types of State financial institutions, but in which bank holding com- 
panies operate. In these States Federal associations would be per- 
mitted to operate branches although one or more of the State institu- 
tions could not. Such States are: Florida,* Illinois,* lowa,* Kansas, * 
Kentucky, Minnesota,* Missouri, Montana,* Nebraska,* Nevada, 
New Hampshire,* North Dakota,* Oklahoma,* Oregon, Tennessee, 
Texas, and Wisconsin.* 

In the States indicated by an asterisk no State institution may have 
branches, except in some instances by merger. 

If Congress does not take affirmative action to control the powers 
of the Home Loan Bank Board to authorize branches, and these 
regulations are adopted, Federal associations will be given an advan- 
tage over one or more types of State institutions in 43 of the 51 juris- 
dictions, in many instances over all types of State financial institutions, 

By its resolution the Home Loan Bank Board has expressed an 
intention of acting in a manner not compatible with the dual banking 
system which its present and former members have professed to sup- 
port. As pointed out above, by its yon nature the dual system 
requires the pattern of branch banking to be set by each State and 
followed by the Federal authorities. The sues of each State should 
be permitted to decide whether they want their financial institutions 
to have branches and, if so, under what restrictions. If they wish 
to permit certain types of institutions to have more branches than 
others, that is their right. Each State’s freedom of che'ce to deal with 
its own affairs should be inviolate. 

The proposed regulations would abridge this right. It would say 
to the States —‘‘Unless you give all your financial institutions equal 
branch powers they will be subjected to the competition of Federal 
associations with greater powers which will include statewide branch 
systems, if you permit group or chain banking in your State.’’— In 
other words —and you will permit me a purple passage here, will you 
Senator? —it will substitute the dead level of Federal uniformity fo: 
each State’s freedom of choice. Washington will crack the whip and 
the States will dance to its tune. It would be an invasion of States 
rights and the abrogation of the dual banking system. 
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Senator Busu. All those apply to the regulation as it is proposed 
right now? 

Mr. Lyon. That is right. I should like to cite the effect of the 
proposed regulation on my own State of New York as illustrative 
of this danger. People who are critical of New York branch laws like 
to contrast the trust company which has over 100 branches with the 
savings and loan association which may have only one branch, except 
through merger. The branches of this trust company, however, are 
confined by law to the city of New York. Because holding companies 
operate in the State, the proposed regulations would permit statewide 
branches for Federal associations. 

The existence of these holding companies does not give statewide 
branch powers to any type of New York State chartered financial 
institutions. Nor does it give such powers to national banks. Your 
attention is respectfully called to the testimony of Deputy Comptroller 
L. A. Jennings at the hearings on the bank holding company bills last 
June before the committee on page 49 of the pamphlet and to the 
position taken by Gov. J. L. Robertson of the Federal Reserve Board 
on page 26. As it is also our understanding that the Federal Deposit 
Insurance Corporation does not subscribe to the thesis that holding 
company banking is branch banking, the Home Loan Bank Board 
appears to be alone among Federal supervisory agencies in taking this 
position. 

If Federal savings and loan associations are given statewide branch 
powers wherever bank holding companies operate, such action may 
well prove the opening wedge for similar powers for other types of 
institutions. We do not believe that the managements of banks and 
savings and loan associations, State, National, or Federal, outside 
New York City would care to see the huge banks of the metropolis 
place branches all over the State. 

We do not maintain that the branch law statutes of every State are 
ideal. We do maintain, however, that it is for the citizens of each 
State, not the Home Loan Bank Board, to determine how they shouid 
be changed. The proposed regulations would give many of the States 
the dubious choice of amending their statutes in conformity, or per- 
mitting their own institutions to be placed at a disadvantage in 
relation to Federal associations, very probably losing some of them 
through conversion to Federal charter. 

If any Federal instrumentality is to depart from the tenets of the 
dual banking system, it should not do so through the unilateral action 
of its own governing body. We suggest that the Home Loan Bank 
Board is not equipped to deal with this subject objectively. It 
concentrates on one type of financial institution, savings and loan 
associations. In its zeal to promote what it considers the welfare 
of the Federal associations, it is prone to overlook the rights of other 
types of financial institutions, even those of State-chartered insured 
savings and loan associations. 

It seems obvious in view of the past actions and future intentions 
of the Home Loan Bank Board that the Congress should step in and 
lay down the ground rules of branch authority. The Congress is 
charged with the duty to seek the welfare of all the people, not merely 
that of certain groups. 
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It is deeply appreciated by the members of this national association 
that the Congress has taken the first step in this direction through 
this hearing now being held. As a result of the testimony taken 
yesterday and today from individuals and groups with varying points 
of view, this committee, and later Congress as a whole, will be able to 
act in the general interest, as it has previously done in relation to 
branches of national banks. The present bill, S. 975, which would 
place branch powers of Federal savings and loan associations on a 
parity with those of State-chartered savings and loan associations 
and mutual savings banks, seems to us to be fair and just. We hope 
that your committee will report it out unchanged. 

In any event we most respectfully urge that affirmative action of 
some kind be taken. We need desperately to know what the ground 
rules are which the Home Loan Bank Board must respect. Each 
State will then be in a better position to adjust its own laws than will 
be the case if the Home Loan Bank Board is left free to act through 
its own regulations which could be changed as rapidly as the member- 
ship of the Board changes. 

We.ask that further invasion of States’ rights by the Home Loan 
Bank Board be prevented by action of the Congress, and again express 
our belief that S. 975 in its present form would be fair to all concerned. 

(The material referred to in Mr. Lyon’s statement follows:) 
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Home Loan Bank Boarp REsoLUTION No. 6672, APPROVAL OF BRANCHES, 
DrecEMBER 15, 1953 


Study of effect of its adoption on State-chartered commercial banks, savings 
banks, and savings and loan associations (for the purpose of this study, District 
of Columbia, Hawaii, and Puerto Rico are included with the States) 


The resolution would give Federal savings and loan associations the same 
branch powers as the most liberal enjoyed by any State-chartered financial 
institution 

It would, moreover, construe the operation of chain, group, or affiliated financial 
institutions as the operation of branch offices. Therefore, wherever a bank 
holding company owns two or more banks in a State, that State will be considered 
to permit branches, and Federal savings and loan associations will be permitted 
to operate branches regardless of State laws or practices prohibiting or limiting 
branch powers of State-chartered financial institutions. 

In the following States the branch powers of Federal savings and loan associa- 
tions will be on a parity with those of State-chartered banks, mutual savings banks 
(if anv), and savings and loan associations 


Connecticut Rhode Island West Virginia 
Michigan South Carolina Wyoming 
Pennsylvania Utah 


The table set forth below shows where Federal savings and loan associations 
will have greater branch powers than State-chartered commercial banks, mutual 
savings banks, and savings and loan associations in the States indicated. Ref- 
erence to the footnotes will show why these advantages exist. 


Savings and loan associa- 





Commercial banks Mutual savings banks bteaen 
No savings banks Alabama 
Arizona ? do 
do Arkansas 
California do 
Colorado do 
Delaware 4 Delaware 
No savings banks District of Columbia 
Florida do Florida 
Georgia ?* do 
Hawaii ? do 
do Idaho 
Illinois do Illinois 
Indiana ‘ Indiana 
lowa No savings banks Iowa. ! 
Kansas do Kansas.! 
Kentucky do Kentucky 
do Louisiana 
Maine.! * 
Maryland 2 Maryland * 
Massachusetts ? Massachusetts # ¢ Massachusetts.! # 
Minnesota # Minnesota * Minnesota.* 
Mississippi ? No savings banks 
Missouri * # do Missouri.* 
Montana do Montana.’ 
Nebraska # do Nebraska.* 
do Nevada.! @ 
New Hampshire # New Hampshire * New Hampshire.* 
New Jersey.! * 
No savings banks New Mexico.'! 
New York # New York #¢ New York.! #§ 
No savings banks North Carolina 
North Dakota 5 as North Dakota.' + 
Ohio # Ohio * Ohio.* 
Oklahoma # No savings banks Oklahoma.* 
Oregon 22 Oregon #48 Oregon. 
No savings banks Puerto Rico 
South Dakota ?# do 
rennesset do Tennessee 
Texas ? do 
Vermont.' § 
Virginia * do 
W ashingtor Washington 446 
W isconsin Wisconsin Wisconsin 


Because State-chartered commercial banks have an advantage over State-chartered savings and loan 
associations 
? Because State-ch 


irtered savings and loan associations have an advantage over commercial banks 
Because bank holding companies own 2 or more banks in the State 


‘ Because State-chartered commercial banks have an advantage over savings banks. 
sd vantage over State-chartered savings and loan associations 
iations have an advantage over savings banks 


' Because savings banks have ar 
* Because State-chartered savings and loan assoc 
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SUMMARY 


Number of States where Federal associations would have equal branch powers with all three types of 
State financial institutions x 

Number of States where they would have an advantage over 1 or more of the 3 types of State financial 
Institutions 15 


ommercial banks 
Federal associations on equal basis 
Federal associations have ad vantage 
' Footnote 2 . 
Footnote 3 


Subtotal 
Less duplication 


Total I 


Mutual savings banks 
Number mutual savings banks in State 4 
Federal associations on equal basis 
Federal associations have ad vantage 
a Footnote 3 = 
Footnote 4 . 
Footnote 6 


Subtotal 
Less duplication 


Potal 


State savings and loan associations 
Federal associations on equal basis ” 
Federal associations have ad vantage 
Footnote 3 1” 
Footnote 
Footnote 5 


& 


Subtotal 4 
Less duplications i2 


otal 5 I 


e Of these the advantage in Arizona, California, Georgia, Marvland, and South Dakota consists of free- 
jom from the capital requirements governing the banks 


Senator Busu. Thank vou. That is a very fine statement, Mr. 
Lyon. You have heard me ask this question about commercial 
banks that take thrift accounts. Before I ask that question of you, 
| want to ask vou another question. Is it possible to differentiate 
between commercial banks and commercial banks carrying thrift 
accounts? 

In other words, when you give a State license to a State bank, does 

: that charter state that they may or may not carry thrift accounts? 

Mr. Lyon. That privilege goes automatically. 

Senator Busu. So there isn’t any convenient or satisfactory way 
to differentiate between commercial banks who do and who do not 

‘ carry thrift accounts, is that right, Mr. Lyon? 

Mr. Lyon. That is right. 

Senator Busu. Then, the question that 1 want to ask you is the 
same question: 

If we amended 8S. 975 so as to include commercial banks who do 
carry thrift accounts along with the State savings and loan and the 
mutual savings banks so as to permit branching privileges for the 
Federals to be on a most-favored-nations basis with that enlarged 
group, how would vou feel about that? 

Mr. Lyon. I have not had a chance to consult with the other 
members of our legislative committee. If 1 understand the sense of 
the discussions of this subject at the annual conventions of our 
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association running over several years, it is that that form of law on 
Federal savings and loan branch powers would not be satisfactory. 

I would like to tell you why I think so. I think that the cate- 
gories that S. 975 sets up are really carrying out the will of Congress, 
if we can interpret that will from the actions that Congress has take mn. 
When this Congress, 22 years ago, passed the original Home Loan 
Bank Act, it instructed the Board to establish the system with a 
view toward giving—this is quoting from the language of the law— 
primary consideration to the best practices of local mutual thrift and 
home-financing institutions in the United States. 

I think, if we look for significances in the particular words that are 
used, we have to feel that Congress was putting savings banks and 
savings and loans together. 

It says local mutual thrift and home-financing institutions. It 
didn’t say commercial banks with thrift departments. It put the 
nae als in one group and the commercial banks in another group. 

! still think that that is a very wise approach to the problem. 

Senator Busu. That was 20 vears ago. 

Mr. Lyon. That was 22 years ago; that is right. Senator, I re- 
spectfully submit that the types of institutions are different, com- 
mercial banks and savings and loans. One, the commercial bank, | 
what you might call a general practitioner, and the other is a spe- 
cialist. If you wanted to get a doctor and only one doctor to some 
community in the north country, you wouldn’t pick an ophthalmol- 
ogist or a neurologist to come up and serve the community. You 
would want a general practitioner. That is what a commercial bank 
is. But if you want an institution that is especially directed toward 
encouraging thrift in the most effective way possible and will use 
substantially all of the savings that come to it to make mortgage 
loans, then you have no doubt about what to do. 

You approve a charter of one of the mutual types for that com- 
munity. Mr. Divers recalled to your mind yesterday that the savings 
and loans associations of the country have 92 pe reent of their assets 
in mortgage loans and the commercial banks have 6 percent. Some 
of the institutions Pree more of a specialty in passbook money 
would have a larger percentage but, Senator, this Congress has said 
that national banks are stric setly limited in the amount of mortgage 
loans they can make. In my own State no commercial bank is per- 
mitted to have more than 40 percent of its assets in mortgage loans. 
In the larger cities and the villages over 1,500, only 25 percent. In 
New York City no commercial bank can have more than 15 percent 
of its assets in mortgage loans. What is your opinion? What end 
do you want to serve by chartering an institution or approving a 
branch? Do you want to help the supply of mortgage money? 
Do you want specifically to encourage thrift? Or do you want to 
serve a more general purpose? 

Senator Busu. Just parenthetically, I don’t know whether you 
are asking that of me or whether it is a rhetorical question, but I 
think it is fair to say that the purpose of establishing branches in the 
general field of savings and loan or mutual savings banks is to encourage 
thrift, to bring the thrift-gathering institution closer to the money, 
so to speak. 

That is the purpose of a branch bank or the purpose of a branch 
of the A. and P. or any store or other branch. It is to push out into 


see 


1 INE Ne 
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the areas that are developing and to bring closer to the market the 
product, so to speak, 

The reason I commented that that statement of yours was 22 
years old was because things have changed a lot in that 22 years. 
With improved transportation there has been a tendency for branch 
operations in all fields to increase. It has been pretty well demon- 
strated that that has been for the general good of the economy. An 
established management in a field—and it might include savings and 
loan associations—might be of more benefit because of its experience 
in a new community and for that community to have to rely on the 
formation of an institution which at the outset would be so small 
that they wouldn’t be able to hire help adequate for the responsibilities 
involved. That is my answer to your rhetorical question. 

It is not adequate but I do think the general idea is that we don’t 
want to interfere with branching operations in legitimate fields‘ 

That seems to me to be included in the financial field. 

I agree with you that the State should be the one to determine 
what those privileges should be. 

Mr. Lyon. If the encouragements to branch establishments are 
considerably increased by liberalizing the laws, you pretty well put a 
stop to thinking about forming a local independent institution. 

The first thought is a branch. People don’t ask if they can get 
money enough to form an independent bank. There are several 
instances in our State where branches have been approved where 
under S. 975 they would undoubtedly have brought independent 
associations into existence. 

There are two other points I would like to make on the question 
that you asked me. In the first place, I think that type of law 
would sweep aside completely the protections to local institutions. 
If we say that no branch can be established in another community 
if the same type of institution already exists there, we protect the 
local institution but derive your power to establish branches from 
three different types and you cannot protect the local institution. 

Senator Busn. In New York the branches are closely circumscribed 
by geographical limitation, are they not? 

Mr. Lyon. That is right. 

Senator Busx. In your own State I don’t see where the threat 
would be to the local bank by the proposed changes I suggest. 

Mr. Lyon. For this reason, Senator. In our law where a com- 
mercial bank establishes a branch away from its head office town or 
village, it is foreclosed from going in if there exists the head office 
of another institution at that place. You have no such safeguard 
as that in the Home Loan Bank Board regulation, nor in what you 
propose here. You can set up that protection for the local institu- 
tion if you approve branches by types, but you cannot do it by 
general power. 

Mr. Divers appeared here before your committee 2 years ago and 
pointed out that when the Home Loan Bank Board approved a 
branch across the river in Kentucky from Indiana, they did it in 
spite of the fact that there was a local savings and loan association 
already there. That is contrary to our approach. We would much 
rather try to protect the local institution. 
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I don’t know whether we are right or not, but is does seem to me 
that we have a country big enough to permit some of the States to 
vo forward with that philosophy if they wish to do so. 

My last point on your question is this: What is sauce for the Home 
Loan Bank Board’s goose is sauce for the gander of the Comptroller 
of the Currency. If savings and loan associations compete with 
commercial banks, then commercial banks compete with savings 
and loans. Then he is in a perfect position—in fact, how can he avoid 
it—to come to you and say, “I want to increase my powers in the same 
fashion that you have permitted Federal savings and loans to increase 
theirs.”’ 

If the purpose of Congress is to give a strong impetus to branch 
establishment everywhere, I think this is the way to go about it. 
| believe S. 975 would permit those States that want to continue to 
vive encouragement of the chance of existence to the local independent 
bank to do so 

Senator Busu. I think the purpose of S. 975 is to require policies 
in conformance with State law and State practice. If this bill does 
not make that clear, I think it should be clarified. 

Mr. Lyon. State law and State practice? 

Senator Busu. Yes. 

Mr. Lyon. That was the purpose of the bill. State law and State 
practice with respect to mutual savings banks and savings and loans. 

Senator Busn. Thev have to conform to those practices. If they 
have a geographical limitation of 30 or 50 miles, then they should con- 
form to that practice. I want to see this bill put into shape so there 
is no question about that. 

Mr. Lyon. If there is any question about that we would like to 
amend it. We hadn't believed there was. 

Senator Busn. You are satisfied that it does require that con- 
formity? 

Mr. Lyon. Yes. 

Senator Busu. The only question | still have in my mind is the 
question about the commercial banks gathering thrift accounts and 
whether vou could not include them in the bill. That would broaden 
the field a little bit and not exclude the Federals in competition with 
these big fellows who gather thrift accounts. 

Mr. Lyon. Senator, | think we come back to the question of types 
of institutions. In New York State a wider range of branch power 
has been given to commercial banks because the State feels that 
before anvthing else the smaller communities must have a commercial 
bank. If they are big enough to afford more than one type, fine, then 
vou consider bringing in another type of institution. But if the com- 
munity has size and population and business enough to support only 
one type, it has to be a commercial bank. So to take care of the 


farther reaches, the more sparsely settled parts of the State, a larger 


branch power has been given to commercial banks. That has this 
amount of logic to support it. A commercial bank is not confined, 
as is a mutual institution, to relving on retained earnings to increase 
its surplus 

Senator Busu. It has been for a good many vears. 

Mr. Lyon. A commercial bank can increase its protection ly selling 
stock and it is therefore able to earry on in the nature of things a 
larger branch operation than the mutuals can 
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Senator Busa. | know that difference. [ cannot argue with that 
point. The thing that I think is important to consider in this whole 
business is the fact that what we are trving to do is to stimulate 
private lending for building homes. I don’t like to see anything go into 
this law which will inhibit that. Rather we should have the law 
established and the policy established on a basis that will lend all the 
encouragement ere to pe ople to put their mone \ into de ‘positorie Ss 
who are going to lend it privately for the building of homes so as to 
get this home building business off the back of the Government where 
it has found itself for some vears 

Therefore, it seems to me that there should be encouragement 
within reasonable restraint and in close conformity with State practice 
and with decency in operation, with no high-pressure methods, which 
I think may come later in the session in some different legislation on 
this thing 

It seems to me that the Federals and the State savings and loans 
should not be too closely inhibited by the big commercial banks or the 
small commercial banks who are competitors in the thrift field 
Rather they should take a broad view of the situation and encourage 
them to establish offices in the neighborhoods for the lending of money 
and for the making of mortgages. If a commercial bank in your State 
or any State has privileges which will enable it to go out to the new 
neighborhood st put ina commercial bank and accept thrift accounts, 
then a savings and loan association, Federal or otherwise, is voing to 
think twice about whether it is going to go in and compete with that 
commercial bank for the gathering of thrift accounts in that neighbor- 
hood and the Commissioners are going to have to decide whether it is 
really necessary 

One of their principles is that they have to find a real need for the 
establishment. I don’t think that the inclusion of the commercial 
banks—at least it has not been proven here yet-——would necessarily 
restrict them in going into these neighborhoods, but would probably 
provide a continuing restriction on the Federal savings and loan 
associations and other savings and loan associations because they are 
going to think twice about going into a neighborhood where the 
commercial bank accepting thrift accounts has already established 
branches 

Mr. Lyon. Senator, certainly we have seen in recent years a greater 
realization of the fact that savings and home ownership are not 
private matters, private to the individuals concerned, but they have 
national aspects, too. It is important how much money, in total, 
the people save and how large the supply of mortgage money is. | 
agree with vou that it would be very unfortunate if we should embark 
on a policy here which would prevent us from pet fa a supply of 
mortgage money large enough to keep us prosperous and to help us 
avoid de pression. But I say to you that I don’t believe that the 
program which we have proposed to you through S. 975 goes counter 
to that national purpose. 

I think what it does primarily is to permit in those States that wish 
to give greater emphasis to the local independent institution a chance 
to work out first a need on an independent institution basis, and those 
that like branches can turn to branches if they wish. But need we 
have it all in one thing? 

Senator Busu. What is that question? 
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Mr. Lyon. Must it be all independent or all branch encouragement 
that we give? I think we have over the country a great deal of 
strength from the fact that we can have it a number of different ways 
and test out which is the best. 

Senator Busu. Yes; I think the States should govern that. 

Senator Frear. 

Senator Frear. First, Mr. Chairman, I want to congratulate you 
on a statement you made a little while ago. That things have im- 
proved a great deal in the last 22 years, because ] certainly agree with 
you. 

Senator Busy. I am not sure the Senator understood me, but I 
thank him for the compliment. 

Senator Frear. Mr. Lyon, in the beginning of his last statement, 
brought out the part of the act of 1933 where the words, ‘local mutual 
thrift institutions,” or words similar to that, were used. Is it not 
also true, Mr. Lyon, that the Treasury Department makes a dis- 
tinction between a commercial institution and a mutual and/or 
savings and loan association, taxwise? 

Mr. Lyon. That is right. 

Senator Frear. I think that has lent great strength to what you 
have just said. The intention of the Congress has been followed 
through by the taxing authorities. 

Are there any great areas in this country that could not now have 
the facilities for people to invest thrift money? Are there enough 
facilities of one type or another in practically every area where a 
person who wants to save has that opportunity? 

Mr. Lyon. I believe that is so, Senator. They have one type or 
another of facility throughout the country they can use, but we are 
not a nation that has reached full economic development. I think 
there is a steady improvement and enlargement in spread of facilities 
of different types. We are not near the end of that yet, but I think 
we are getting there in visible strides and have been for some years. 

Senator Frear. It is your opinion, I assume, that the enactment 
of S. 975 would not place any inhibitions on any areas for the people 
who have thrift savings? 

Mr. Lyon. I do not believe so. 

Senator Busn. Senator Beall, have you any questions? 

Senator Beaty. No questions. 

Senator Busu. Thank you very much, Mr. Lyon, for your patience 
and your very clear presentation. 

Mr. Lyon. Thank you very much. 

Senator Buss. The next witness is Mr. Bliss of the United States 
Savings and Loan League. 


STATEMENT OF GEORGE L, BLISS, CHAIRMAN LEGISLATIVE COM- 
MITTEE, UNITED STATES SAVINGS AND LOAN LEAGUE 


Senator Bus. Mr. Bliss, you have a prepared statement. Do you 
wish to read it? 

Mr. Butss. I would like to read it, Senator. 

Senator Busu. Will you proceed in your own way? 

Mr. Butss. My name is George L. Bliss. I live in Mount Vernon, 
N. Y., am president of the Century Federal Savings and Loan As- 
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sociation in New York City and appear as chairman of the legislative 
committee of the United States Savings and Loan League. 

The league membership consists of some 4,100 savings and loan 
associations, building and loan associations, homestead associations. 
and cooperative banks, located in every State. In point of total] 
resources and the volume of annual business, they comprise approxi- 
mately 90 percent of the savings and loan business. 

The first savings and loan association was organized in 1831. 
They are community institutions, dedicated to provide both thrift 
and home-financing facilities. Today, they are the largest single 
source of home-mortgage credit in this country. For many years. 
they have provided the funds for every third mortgage that is placed 
on a home—and that ratio is growing. In 1953, they financed home 
purchase, home construction, home repairs and mortgages for other 
purposes for 1,108,543 American families, in the total sum of approxi- 
mately $7,767,000,000. No other financial group approaches such a 
volume in that field of service. 

Most of them are mutual, owned by those who use their facilities. 
The funds they lend to their neighbors are provided through the 
savings of the average citizen. Despite their splendid home- 
financing record, they rank third as depositories of the savings of 
the public, holding savings of approximately $23 billion at the vear 
end. 

The commercial banks, whose spokesmen appear so frequently at 
hearings On Say ing’s and loan legislation, are relative hewcomers in the 
thrift and savings field. Yet, today they hold some $42 billion in 
time deposits, a larger accumulation than any other type of financial 
institution. This explains, perhaps, their interest in savings and loan 
legislation. Although it has never been the policy of the savings and 
loan business to pass upon the merits of banking legislation as such, 
it is no novelty to have the banking groups appear before this com- 
mittee in an effort to frame and write the legislation that shall govern 
our operations. 

In second place, as custodians of the people’s savings, are the 
mutual savings banks, some 528 in number, located in about 17 
States, and whose savings deposits approximate $24,500,000,000. 
The average savings bank has deposits of $46,600,000. Total savings 
accounts in the average savings and loan association amount to 
$3,800,000. 

The members of the United States Savings and Loan League have 
given the branch question long and careful consideration. The 
position I present here reflects the considered judgment of the author- 
ized representatives of our group from every State, following 
discussions that had lasted for several years. 

It is a view that is supported by substantially all of our league 
members, whether they be State chartered or federally chartered, and 
with the representatives of only one State in dissent. 

In the savings and loan field, there is no friction between those 
that are State chartered and those that are federally chartered. We 
supported the legislation that made Federal charters available, as a 
means of bringing about uniformity of practice, a nationwide standard 
of supervision and the development of the fine services of these mutual 
thrift and home-financing institutions in every part of the country. 
Since Federal charters were made available in 1933, the combined 

13499—54——6 








74 FEDERAL SAVINGS AND LOAN BRANCHES 


resources of all savings and loan associations have increased from $7 
billion to the present figure of $26,600 million. They are now serving 
well over 19 million members in either the savings‘or home- financing 
field. 

Of the 6,000 savings and loan associations, about 4,500 have State 
charters and the remaining 1,500 have Federal charters. It will be 
seen that the State-chartered savings and loan associations are 
numerically superior. That is true in the United States Savings and 
Loan League, even though more than 1,300 of the 1,500 Federal savings 
and loan associations are league members. 

Bills similar to S. 975 have been introduced in the Congress for a 
number of years. They have been actively supported by the banking 
groups and by the banking supervisors. In their testimony, the 
bankers and the bank supervisors give the impression that Federal 
savings and loans are being given permission to operate branches 
indiscriminately, without regard to the needs and welfare of the 
communities they serve, to the great injury of persons unspecified, 
and on a wholesale basis. Let me cite the facts. 

The records of the Home Loan Bank Board show that, at June 30, 
1953—and I chose that date because it is the one for which we are 
able to get comparable figures—the 1,597 Federal savings and loan 
associations were maintaining 184 branches. At the same date, ac- 
cording to the record on page 907 of the Federal Reserve Bulletin for 
August 1953, the 14,009 commercial banks had 5,637 branches and the 
528 mutual savings banks had 255 branches. 

‘rmit me to now furnish an analysis in greater detail: 

The 4,874 national banks support 2,647 branches or 54.5 percent 
as an branches as main offices. 

The 9,138 State banks and trust companies support 2,990 
branches, or 32.8 percent as many branches as main offices. 

The 528 mutual savings banks support 255 branches, or 48.7 
percent as many branches as main offices. 

The 1,597 Federal savings and loan associations support 184 
branches, or 11.5 percent as many branches as main offices. 

Unfortunately, the statistics as to branch offices for State-chartered 
savings and loan associations have never been assembled in an official 
tabulation. J can assure vou that its ratio is not materially different 
from that for Federal savings and loan associations. 

Because official figures in that field are also unavailable, T cannot 
cite the statistics with respect to chain banking. It is, however, a 
matter of common knowledge that in a number of States where branch 
banking is prohibited, the commercial banks, by stock purchase and 
common ownership have been able to accomplish the equivalent of 
branch operation—following which, thev virtuously oppose branches 
for savings and loan associations in the same communities. 

Before leaving the subject of statistical comparison, I can emphasize 
how inconsistent is the concern displaved by the banking groups by 
pointing out that one commercial bank alone has more branches than 
all savings and loan associations combined. 

Savings and loan associations are not banks. We do not aspire to 
be banks. We have our own central credit agencv—the Federal Home 
Loan Bank Svstem. We have our own agency tor insurance of ac- 
counts—the Federal Savings and Loan Insurance C orporation. We 
have not sought the powers of commercial banks. Rather it is they 
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who have entered our field. Although we have been providing thrift 
and home-financing services for 123 vears, the commercial banks have 
entered those areas within the memories of the members of the 
committee. 

It is our opinion, which we trust will be shared by this committee, 
_ at every American community is entitle d to develop certain basic 
facilities for its citizens, if they so desire 


These include such ameni- 
ties as water supply, gas and electricity, 


vy, telephone service, libraries 
and schools, and, of course, financial institutions. Among financial 
institutions, there is a fundamental difference between commercial 
banks, savings banks, and savings and loan associations. We respect- 
fully submit that there is no reason why any aa ae should 
denied any one or all three of these financial facilities, if 1 
cient size to support them 

I repeat that the position I have expressed is held and will be sup- 
ported by the vast majority of the savings and loan associations of 
the country —three-fourths of whom are State chartered. That po- 
sition, formally adopted by the United States Savings and Loan 
League, is that the primary consideration in the establishment of new 
associations, or of branch offices for existing associations, should 
the need and convenience of the people who would be served. We 
have confidence in the capacity of the Home Loan Bank Board to 
handle this subject fairly and in the public interest, either as a matter 
of policy or by regulation, under the present statute. 

If it ould be the judgment of this committee that legislation on 
the subject should be enacted, then we respectfully submit that, to 
prevent the development of a banking monopoly, any such bill should 
provide that branch offices for Federal savings and loan associations 
may be approved, when individual circumstances warrant it, on the 
basis of the laws and practices of the State in which the home office 
of such association is located with respect to branches for any and all 
types of financial institutions that accept savings deposits and provide 
thrift and home-financing facilities for the general public, with chain 
banking recognized as the equivalent of a branch pattern in States 
where that practice prevails. 

Senator Busu. | don’t have to ask vou this other question. 

Senator Frrar. No, you have the answer to that one. 

Senator Busu. Mr. Bliss, let me refer to page 4 of vour statement 
on the central credit agency of the Federal Home Loan Bank System. 
What does that do? 

Mr. Buiss. The simplest method of expressing it is to say that the 
Federal Home Loan Bank System is intended to do roughly the same 
for the thrift and home-financing institutions of the country as the 
Federal Reserve bank does for the commercial banks. It provides a 
pooling of their strength. It helps develop statistics across the country 
but it provides prim: vse a source Where its member institutions may 
vet additional credit to buttress themselves in serving the needs of 
their communities in ha financing 

Senator Busu. Where does that money come from? 

Mr. Buss. From three sources. 

First, the capital of the banks, something more than $350 million, 
which has been provided by the institutions that belong to the bank 
svstem. 


Is of sufli- 
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Second, by deposits of the member institutions, the figure for 
which I don’t recall. It is probably $200 million more or less. 

Senator Bus. They use it as a reserve bank of deposit for them- 
selves? 

Mr. Buss. Yes, sir. 

And third, through the sale of obligations in the open market, of 
which there are perhaps five to six hundred million dollars outstanding 
at this time. 

Senator Bus. Can a member bank take paper up there and dis- 
count it at the central agency? 

Mr. Buss. Yes, sir. 

Senator Busa. Within what limitations? 

Mr. Butss. Speaking somewhat from memory, the members of the 
Home Loan Bank System are under different jurisdictions. The 
Federal associations must belong to the system and State-chartered 
associations may. The borrowing capacity of these institutions is 
dependent upon the jurisdiction under which they operate, but by 
and large they are legally permitted to borrow, in most cases, up to 
as much as 50 percent of the amount of their home mortgages. That 
is to say, they may borrow an additional 50 percent if the bank will 
lend it to them. The average outstanding at the present time is 
about 5 percent. 

As a rule of thumb and general practice, I think the policy of the 
Federal Home Loan Bank is to lend their member institutions up to 
25 or 30 percent if needed, with the remainder held in reserve for 
emergencies. 

Senator Busu. Now, describe very briefly, if you will, please, the 
operations of the insurance company that you mentioned. 

Mr. Buss. That is supported on a fee basis. 

Senator Busn. By the members? 

Mr. Buss. Yes, sir. 

Senator Busu. Are all of the Federal associations members? 

Mr. Buss. They are required to be members, The State-chartered 
associations who wish to, and qualify, may do so. 

Senator Busn. What does it insure them against? 

Mr. Buiss. The accounts are insured up to $10,000 each. It is a 
counterpart of the FDIC and its structure and facilities are roughly 
similar. 

Senator Busu. That $10,000, I suppose, insures a very high per- 
centage of all the accounts in deposit? 

Mr. Buiss. I think I have seen a figure that it is 95 or 97 percent or 
thereabouts. 

Senator Busu. What has been the experience of that insurance 
corporation from a financial standpoint? Has it been a successful 
operation? Has it made money, so to speak? 

Mr. Buss. I don’t have the figures in mind. I think it has had a 
few losses over the years. I think the statistics are not substantially 
different from those of the Federal Deposit Insurance Corporation. 
It has accumulated very substantial reserves. 

Senator Busn. That would indicate that it had been very successful. 

Mr. Buiss. Yes, sir. 

Senator Busx. This report that I have indicates that over a period 
of 18% years the net loss was $5,165,000 in 36 separate cases. |] 
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would like to have that in the record. They now have assets totaling 
$213 million. 

Senator Frear, have you any questions? 

Senator Frear. Yes, sir. On page 3, Mr. Bliss, where you give 
statistics at the bottom of the page, do you have comparable figures 
for 1933? 

Mr. Buss. No, I don’t. 

Senator Frear. In other words, you have given an analysis that 
shows the national banks have a percentage of branches in the amount 
of 54 percent and the Federal savings and loan associations have only 


11% percent. Is it true or not that the increase in Federal savings and 
loan associations in the last 20 years has been greater in branches than 


have either of the 3 that you have mentioned on page 3? 

Mr. Buiss. Of course 1933 was when the first Federal savings and 
loan association was authorized so that the growth of the Federal 
savings and loan associations has all taken place since 1933. 

Senator Frear. That is right and they have increased 11% percent 
in 20 years; have they not? 

Mr. Briss. From 0 to 11% percent 

Senator Frear. I agree, but is that not greater than either of the 
categories mentioned on page 3? 

Mr. Butss. I very much doubt it 

Senator Frear. Would you substantiate your doubt by putting it 
in the record? 

Mr. Buss. Yes, sir 

Senator Frear. All right 

(The information requested follows: 


SUPPLEMENTAL STATEMENT OF GrorGE L. Butss, UNiTep Sratres SAVINGS AND 
Loan LEAGUE 


When I appeared before vour subcommittee on February 17, T drew attention 
to the statistics of branch banking as of June 30, 1953. Senator Frear then asked 
that I furnish similar statistics for 1933 

From the annual report of the Federal Reserve Board for 1939 and from the 
annual report of the Federal Savings and Loan Svstem for 1936, we have secured 


comparable data as of December 31, 1933, which is set forth in the following table 


As of Dec. 31, 1933 As of June 30, 1954 

Number | Branches} Ratio Number | Branches! Ratio 

Percent Percent 
National banks 5, 154 1,121 21.72 4,874 2, 647 54.4 
State banks and trust companies 9, 296 1, 665 17.9 9, 138 2, 990 2.8 
Mutual savings banks 579 125 21.6 528 255 48. 7 
Federal savings and loan association 59 0 1, 597 184 11.4 

In this period of 194% vears, 

1. Branches of national banks increased in number by 1,526 and by 32.7 per- 


centage points. 

2. Branches of State banks and trust companies increased in number by 1,335 
and by 14.9 percentage points. 

3. Branches of mutual savings banks increased in number by 130 and by 27.1 
percentage points. 

4. Branches of Federal savings and loan associations increased in number by 
184 and by 11.5 percentage points. 


Senator Frear. At the bottom of page 4 in the last paragraph, 
Mr. Bliss, in your opinion and that of the association, you trust it 
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will be shared by this committee, that every American community is 
entitled to develop certain basic facilities if the community so desires 
for its citizens. 

Do vou disagree that. the States should have the right of permitting 
or not permitting branch banking or financing institutions of any 
tvpe? 

Mr. Buiss. I support the proposition that the Federal corporations, 
the Federal savings and loan associations, and national banks, should 
have what has been referred to this morning as the ‘“most-favored- 
nation treatment. I think that is a thoroughly justified position 
for Federal corporations. Where the States insist upon having dif- 
ferent patterns for different types of institutions, I think the Federal 
corporations are entitled to be protected against discrimination, and 
I can support that with an instance in the State of New York. 

We have just been hearing some testimony with respect to con- 
ditions in the State of New York and | think I can illustrate my 
answer to vour question by pointing out what has happened in New 
York. 

In New York branches for commercial banks have a great degree 
of flexibility, with the State divided into 9 banking districts and 
branches are permitted within those banking districts subject to 
certain conditions. Savings banks have another pattern which per- 
mits 1, 2, or 3 branches, dependent upon the size of the community 
in which the savings bank is located. A State-chartered savings and 
loan association is allowed but one branch. Several vears ago in the 
State of New York the legislature passed a bill which would have 
enlarged the branch powers for State-chartered savings and loan 
associations. 

The bill was vetoed by the Governor, who attached a memorandum 
stating that his veto was based on a recommendation of the super- 
intendent of banks. 

Under the arguments that have been advanced by the supervisor 
for the State of New York, all Federal savings and loan associations 
would be held down to that position which his predecessor—it is not 
the present superintendent—persuaded the Governor to adopt. 

We had a further instance last year. The savings banks have been 
seeking an enlargement of their branch powers to meet those of the 
commercial banks and they have run into head-on resistance on the 
part of the commercial banks. 

The New York State Bankers Association issued a 19-page report 
last vear in which its conclusion is stated as follows: 

The New York State Bankers Association is opposed to the extension of savings 
bank branch powers. 

The commercial bankers won. The branch powers of the savings 
banks were not extended. 

Senator Frear. Do you cite that as an example that Federal 
jurisdiction regarding branches should have preference over State 
jurisdiction or States rights, as it has been expressed before? 

Mr. Buss. No Senator, what I expressed was the view that it 
should be permitted to operate under the broadest pattern. 

Senator Frear. Why do you think we should pass a law down here 
to give you an advantage as a Federal savings and loan association 
to operate in the State ‘of New York when the State of New York 
itself refuses to give it? 
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Mr. Buiss. Because the State of New York is giving preferential 
treatment to commercial banks in the accumulation of thrift deposits 
and is denying equal treatment to the savings institutions themselves. 

Senator Frear. Do you want us to enter the back door of the State 
of New York, so to speak, to do something for your associations that 
the State itself will not do? 

Mr. Buiss. I do think there is a pattern and a precedent and a 
proper principle that Congress interest and concern itself in its 
creatures, in those institutions which are chartered under the authority 
of a congressional enactment, 

Senator Frear. Mr. Bliss, in your statement in reply to a question 
by the chairman, vou said deposits were a source of money for member 
associations in thet hree categories where capital was made available 
One of them you said was deposits. Will vou tell me what you mean 
by deposits? 

Mr. Buss. Yes. There are roughly 4,100 members of the Federal 
Home Loan Bank System. Many of them use the Federal home 
loan bank to which they belong as a depository for funds. 

They deposit a portion of their moneys in the central bank. 

Senator Frear. Associations deposit in the Federal home loan 
bank? 

Mr. Buiss. Yes, sii 

Senator Frear. Thank you. 

Mr. Buiss. As a matter of fact, what there follows—this may be an 
interesting point—-when there is a need for funds in some other part 
of the country, a Federal home loan bank may then deposit some of 
that money in one of the other home loan banks, permitting greate! 
flexibility in the use of those funds. 

Senator Frear. | also understand—and will you substantiate it 
or not—that if there is a lack of funds for home building in a par- 
ticular area of the country, that through your system you can divert 
funds from perhaps an oversupply to an undersupply in different 
areas? 

Mr. Buiss. In some degree, yes. 

Senator Frear. Thank you 

Senator Busu. Senator Beall. 

Senator Beau. | have no questions. 

Senator Busx. Thank vou very much. 

Mr. Buss. Senator, | wonder if I might take up vour time for a 
moment? 

Senator Busu. Yes. 

Mr. Buss. I have listened with interest to the testimony on the 
difference between chain banking and branch banking and | would 
like to draw to vour attention this advertisement of a group of banks, 
a chain of banks, in St. Paul, Minn. Minnesota is cited as one of 
the States in which branch banking is prohibited. I cite this recent 
advertisement to demonstrate the fashion in which a chain of banks 
in that State accomplishes what we regard as the equivalent of branch 
banking through chain banking. 

Senator Busu. In other words, one bank owns all those othe: 
banks? 

Mr. Buiss. Yes, sir, I so understand. 

Senator BusH. We are not quite on that subject, so we will not 
accept that for the record but we thank you for your comment 
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Let me ask you this, while we have you here. 

Some criticism has been made of the general policies in the savings 
and loan associations of giving bonuses for opening of accounts and 
offering television sets as bait for people coming in and doing business 
with these associations. Are you familiar with any such practices? 

Mr. Buss. Yes, I know that that exists. 

Senator Busu. As an officer of the national organization, the United 
States Savings and Loan League, can I ask you without embarrass- 
ment whether you approve of that type of practice? 

Mr. Buss. We do not. 

Senator Busn. Don’t you think that the savings and loan league 
might do something to clean that up? 

Mr. Buiss. The United States Savings and Loan League has ree 
in conference with the members of the Home Loan Bank Board i 
recent months, conferring with them as to some type of vegridlatiotl 
which might restrict that practice to reasonable bounds. 

I might say, Senator, that the practice is not confined entirely to 
savings and loan associations. It has been indulged in by a number 
of financial institutions. 

Senator Busu. Let’s hear a little more about that. 

Mr. Buiss. The practice of giving a premium for the opening of a 
savings account is widespread across the country in all types of 
financial institutions: commercial banks, savings banks, and savings 
and loan associations. 

This is one of those questions in which most people feel the fault is 
in the degree, but the practice of giving fountain pens and various 
items in exchange for new savings accounts is not new. 

What is generally regarded as abuse is the practice which has de- 
veloped of giving something more elaborate than these items of nom- 
inal value. It is held in the view of the United States Savings and 
Loan League that this practice should be restricted to the giving of 
items of nominal value. As I say, the trade association has been 
exerting its moral influence in that direction. Secondly, we are con- 
ferring and hoping that the Home Loan Bank Board will find a prac- 
tical regulation that will bring it down to reasonable proportions. 

Senator Bus. I understand that the Home Loan Bank Board is 
considering proposing a regulation which would deal with this subject 
and restrict any gifts or premiums or such to a monetary value not 
in excess of $2.50. 

Mr. Buiss. Yes, I am familiar with that. 

Senator Busu. Do you think that is a desirable regulation for 
them to make? 

Mr. Buss. I think it is; yes. 

Senator Busn. I am a little surprised to find that the business of 
offering premiums does exist. Nobody has offered me one. 

Mr. Buss. Well, Senator, in the city of New York in recent years 
there has been almost a spirit of contest among savings institutions 
to see who can get the biggest line on a branch opening of a new 
office. 

That has been indulged in by savings and loan institutions and all 
the commercial banks have had solicitors going from door to door 
offering various devices, particularly wallets with coin-saving devices 
inside them. Some of the savings institutions have probably boasted 
that they have had three and four and five thousand people in a given 
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day line up to secure some sort of premium for opening a savings 
account. 

Senator Busu. Do you think if the practice was restricted to gifts 
of nominal value, such as a $2.50 limitation as is proposed here, that 
the practice would be injurious? 

Mr. Buiss. No, I do not. After all, the problem of developing 
business for savings institutions is no different from that of a com- 
mercial enterprise. Stores have sales and they have various induce- 
ments to attract customers—sales in February and anniversary sales 
and the like. Thrift institutions cannot display merchandise but the 
expenditure of a reasonable sum for a premium of some nominal value 
to have the same effect as a sale 1 do not think is injurious. 

The thing that is injurious is in handing out items of sufficient value 
that money in substantial sums is pulled from one institution to 
another. That is generally regarded as an undesirable practice. 

I don’t think the small premiums have that effect. They stimulate 
people to open savings accounts who perhaps might not have been 
stimulated otherwise. 

Senator Busu. I will venture to express the hope that your associa- 
tion will do something about that and quickly, so that the Congress 
won’t have to bother with it. 

Mr. Buiss. I assure you that we shall give it our very best attention. 

Senator Buss. Thank you very much. 

The New York State Bankers Association, Mr. Muench. 

Mr. Mvuencnu. Mr. Chairman, I would like to introduce Mr. J. 
Henry Neale, president of the Scarsdale National Bank, who will 
present the views of our association. 


STATEMENT OF J. HENRY NEALE, NEW YORK STATE BANKERS 
ASSOCIATION 


Mr. Neate. My name is J. Henry Neale. I am president of the 
Scarsdale National Bank & Trust Co. I appear on behalf of the New 
York State Bankers Association, along with Mr. Stanley A. Neilson, 
president of the Bank of Gomanda, Gomanda, N. Y. 

I would like to file this statement but I will not read it all. 

Senator Busu. It will be recorded as it is submitted. 

Mr. Neaus. | would like to run through one or two of the points 
we make and amplify it by my oral presentation. We are in support 
of the provisions of S. 975, which would require the Home Loan Bank 
Board to observe the State laws in considering applications for new 
branches. We have long contended that should be done and that 
they should be subject to the same restrictions as to number and 
location of branches as are imposed by the laws of the several States 
with respect to similar State institutions. 

Along with advocating that limitation, we also firmly believe that it 
should be established by legislative act rather than by regulation, 
which might be changed and we would never know where we stand 
because it could be changed overnight by administrative action of the 
Home Loan Bank Board. 

In New York State the public policy as laid down by the State stat- 
utes bas enumerated three different classifications of financial institu- 
tions and provided different branch powers and restrictions for all of 
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them. They are set forth oa pages 1 and 2 of my memorandum and 
I will not go into it in detail. 

Senator Buss. I wish you would read those to refresh our memory. 
They are pretty important. 

Mr. Neave. It has been legislated in section 105, New York 
State banking law, that a commercial bank cannot open a branch in 
its own community unless that community has 2 population of more 
than 30,000, nor can a commercial bank open a branch in any other 
city or village in which there is already located the principal office 
of another bank, and in no case may a commercial bank cross banking 
district lines and open a branch in a banking district other than the 
one in which it is located. There are 9 different banking districts 
in the State ranging in area from 3 to 15 counties. 

Senator Busx. Are you satisfied that those regulations concerning 
commercial banks have worked satisfactorily in your State? 

Mr. Near. I should say they had except for the limitation of 30,000 
within their own community. In 1 or 2 communities that has worked 
adversely by reason of the growth of an area and you wanted to have 
a drive-in office in an outlying part of the city or village. That has 
held them: down in several instances. Otherwise we are satisfied 
with it. 

Secondly, if a savings bank is in an area of less than 30,000 popula- 
tion it may have no branches, but in ac ity or village with a population 
above 30,000 it may have from 1 to 30 branches, depending on 
population size. 

I don’t need to go into that but in the larger cities it can have 
three branches. In cities from 30,000 to 100,000 it can have 1 and 
from there up 2 and then 2 very large ones there. Any such branch 
must be within the limits of its own city or village. 

In State banks no branches are permitted to any State-chartered 
savings and loan association unless it is situated in a city or village 
of more than 20,000 and then it must be within 50 miles. 

Senator Bus. That is more liberal than the other. 

Mr. Neace. Precisely so. We are arguing the question purely on 
a matter of principle, as far as New York State is concerned. We 
believe the commercial banks should be separate and apart from savings 
and loan associations; or conversely, and more importantly, the sav- 
ings and loan associations should be treated differently than either 
commercial banks or mutual savings banks. Our association further, 
Senator, urges the elimination of the words, “or mutual savings 
banks,”’ in the four places where it appears in subdivision C of you 
bill. 

In other words, we would prefer to see and argue in a memorandum 
that Federal savings and loan associations should be on the same 
basis as State savings and loan associations, separate and apart from 
the mutual savings banks or commercial banks. 

Senator Busu. You feel that the federally chartered savings and 
loan associations in any State should be restricted in branching privi- 
leges to what the policy is in that State, or the practice or the law 
governing State savings and loan associations? 

Mr. Neave. That ts it, exactly. We think there should be the 
same system with respect to savings and loan associations as there is 
with respect to commercial banks. Section 155 of the revised statutes 
with respect to national banks puts national banks under the same 
limitations and provisions as State-chartered commercial banks. 
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| happen to be with a national bank. I am probably the only 
national banker to appear in this hearing. There are many States 
in the Union where national banks have statewide branch powers, 
complete branch powers. In New York State we are limited entirely 
by the statute with respect to commercial banks and we say in our 
State association that savings and loan associations should be on that 
same basis, too. The savings and loan associations are not banks as 
the last witness testified, with which we he artily concur, and therefore 
they should not be put on the same parallel as commercial banks 
Mutual savings banks are somewhat anonymous. They exist in only 
17 States. : 

On the final page of our memorandum is the tabulation showing the 
number in those States. You will see by looking at that that only 
6 or 7 of them have any number at all. Two States have only one 
savings bank each. Several have only two. One has only three. 
Three have only four. So when you say there are 17 States where the 
mutual savings banks are located, as a practical matter, or only 6 or 7 
where the mutual savings bank system exists as an important factor 
in the State banking system. They are similar to savings and loan 
wssociations in that they are mutual organizations but they are banks 
of deposit. A depositor with them creates a debtor and creditor 
relationship 

A person who invests in a savings and loan association is not a 
creditor. He is an investor. He owns shares in respect to it. 

Senator Busu. I sometimes wonder whether that is not a distinetion 
without a difference. 

Mr. Neate. It is a very important difference with respect to the 
instance on which you questioned the last witness, in that when a 
savings and loan depositor wants to redeem his shares or get his money 
back, if it happens that the association is not in a liquid condition, the 
association has the right to pay him only a portion of his deposit. | 
think it is up to $1,000. Then he has to go back and wait in line until 
he comes up again. 

Senator Bus. Don’t you think that is all right? 

Mr. Neate. It is all right but it is different from a bank of de ‘posit 
where if the bank after its grace period, which banks have for the 
payment of deposits, doesn’t pay it, then the doors will be closed 
The FDIC would then come in and pay off the deposits. 

The Federal savings and loan insurance assures, I believe, eventual 
repayment. I think the record as testified to here as to what they 
have done in the last 18 years shows that they protect people on that 
except as to the important factor of liquidity. They may have to 
wait for their money. I sometimes think that people who invest in 
savings and loan associations don’t quite realize that and if we ever 
get into a serious depression it might have some adverse effects. But 
that is just incidental to the differences between the two institutions. 

Senator Busu. Of course, the difference is that one is in a position 
to be liquid or relatively liquid where the other is not because the 
savings and ‘oe an association goes out and lends its money on long-term 
mortgages. 

Mr. Nwave. Precisely, and one of the difficulties is—a very impor- 
tant factor from the commercial bank’s standpoint—that they are not 
allowed to do it. 
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The National Banking Act, for instance, limits mortgage invest- 
ments that a national bank can make to 60 percent of their time de- 
posits. In New York State, as the superintendent testified, there are 
limitations with respect to State commercial banks on the investment 
in mortgages. So it is not a question in many cases of the commercial 
banks not wanting to make the home mortgage loans but they are not 
allowed to do it by virtue of the limitations imposed upon them by the 
Federal and State statutes. 

Senator Busn. That is because of their demand deposit business, 
primarily, don’t you suppose? 

Mr. Neate. But when you think of the time deposits, where they 
are limited to 60 percent of the time deposits and they are required to 
have 6 percent of their time deposits isolated with the Federal Reserve 
bank as reserves, and then they can invest, at the maximum, only 60 
percent of their time deposits, it means they have difficulty competing, 
I want to amplify that a little further. 

In New York State a commercial bank by law cannot use the word 
savings.’’ We cannot call ourselves a savings bank. We can’t have 
savings deposits. We have ‘to call them time or special interest or 
thrift. It has been held that that applies to national banks as well as 
to the commercial banks. 

Senator Busn. That is a matter of State law. 

Mr. Neaue. It is a matter of State law but it indicates that in 
New York State commercial banks are, rather than being at an 
advantage in competing with savings and loan associations because of 
certain branch powers which may appear on the face of them to be 
broader but as I think you have pointed out in many other instances 
are not as broad as the savings and loan association branches in that 
they can go 15 miles beyond their boundary lines, are actually faced 
with competition of the mutual institutions of these reserve require- 
ments, the limitation on percentage of the assets and time deposits 
which they can hold. In New York State we can’t use the word 
“savings.” 

Then there is the very important difference with respect to the tax 
treatment and expansion that the mutual institutions have over the 
commercial banks. 

Mr. Neilson is in a small town or village in upstate New York. 
They actually have out a greater volume of mortgages than we have 
ordinary loans. Half of them are veteran’s mortgages. Take the 
National Bank of Norwich, Senator Ives’ home city. The time de- 
posits of that bank are greatly in excess of their demand deposits. 
We have just made a rough computation: If they lost half their time 
deposits, they would have to call $2 million of farm loans because the 
upstate banks use their time deposits to provide the funds for agricul- 
ture, local business, local industry, personal loans of the community, 
and so forth. 

The New York State Bankers Association had a detailed study made 
some 2 or 3 years ago by Professor Dunkman, professor of economics 
at the University of Rochester, that is v rery detailed. I want to call 
attention to one table in it, of the ratios of time and savings deposits 
to total deposits by counties in the State. Except for the metro- 
politan area and two or three of the more urban counties, of the 
sixty-odd counties in New York I should say 50 of them have time 
deposits in excess of demand deposits. 
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In many cases they are double the demand deposits. 

Senator Busan. What you are saying in a general way is that a lot 
of these banks in upper New York State are in the time deposit 
business in a big way. Is that right? 

Mr. NEALE. They have to be to meet the local banking needs of 
their communities. ; 

Senator Busu. Because there are no other thrift gathering institu- 
tions up there to do it, they have taken on the whole load. 

Mr. Near. But I go one step further. If there were other savings 
institutions, that would not help because they are limited only, in 
effect, to home mortgages or real estate mortgages, whereas the up- 
state commercial bank of New York State requires the time deposits 
in order to maintain their banking service of loans to farms, industry, 
local business, and individuals of their communities. We are very 
seriously apprehensive of the competition of mutual savings institu- 
tions going into upstate communities with branches and depleting 
the funds of these banks to take care of their ordinary banking needs. 

Senator Busn. I see you are concerned. 

Mr. Neate. That is why we want as a matter of principle to have 
the Congress when it lays down any tests with respect to savings 
and loan associations to make it clear and apparent that they are a 
separate institution and should be governed by their State counter- 
part and not bringing in commercial banks or even mutual savings 
banks along with them on that particular test. 

The difficulty that is coming in New York State is that we have 
lost since the war approximately 100 independent banks that have 
been absorbed by other banks because they were unable to carry on the 
competition or the general business. needs of their own communities. 

Senator Bus. What part of New York State is that? 

Mr. Neate. That includes two entire areas outside New York City. 

Senator Bus. Not much in New York Citv? 

Mr. Nearer. No. In Westchester we have lost 14 independent 
banks since January 1946. 

Senator Busy. Where did those banks go? 

Mr. Neate. They were taken over by other institutions in the 
country. So these figures on branches are somewhat deceptive in 
that in many cases they are not banks going out and opening branches 
in new communities. It is a case of an independent bank being taken 
over by some other institution and keeping the old office as a branch 
office. 

Senator Busu. Do you think that was pretty constructive, that 
they did take over those banks? 

Mr. Neate. No; we think that we should be concerned about that 
from the standpoint of the general economy of the State and the 
country as a whole. We would rather see more private enterprise 
and have strong local independent banks rather than banks which 
are branches of large institutions in cities 10 to 20 miles away. 

We would rather see the small local bank kept alive end prosperous 
and not being forced out of business by competition. 

Senator Busn. You would like to see all phases of financial activity 
in a community reserved to the individual bank in order to preserve 
the individual banking structure, so to speak? 

Mr. Neate. That is it precisely. 
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Senator Buss. And to avoid the possibilities of extended brancl- 
ing by other commercial banks or financial institutions? 

Mr. Neaue. That is it. 

Senator Bus. In other words, you don’t believe in specialization 
but rather in generalization in the practice of banking? 

Mr. Neave. That is right. I would like to summarize the last 
two paragraphs of our prepared statement where after arguing at some 
length the matters which I have paraphrased here, we mention the 
fact competition, which brings in this question of the tax treatment 
and the reserve requirements and so forth. 

1. Is it desirable for the national economy to drive private capital 
out of the banking business in all but the larger cities? 

2. The independent country banks are not only essential to the 
operation of the economy, but at the same time provide substantial 
revenues to the Government in the form of taxes. Could any legis- 
a or regulatory body permit this to happen? 

Won't the program of expansion being followed by legislatively 
iaciastad financial institutions in New York State, if allowed to con- 
tinue against commercial banks—using risk capital instead of deposi- 
tors’ funds—lead dangerously close to socialization of the banking 
business in substantial sections of the State? 

One answer to all three questions is immediately evident. All of 
these situations, or any one of them, if allowed to develop, would be 
diametrically opposed to the basic principles of the American system 
of free enterprise. 

Senator Busa. On that point, | would like to ask you a question. 
You said a little earlier in your testimony that in the nature of the 
business of a given bank in upper New York State, you have got to 
be careful. You can only go so far in lending money on mortgages 
because of the circumstances that you mentioned. Is it not, perhaps, 
the policy of trying to keep all phases of banking and lending in one 
institution and ignoring the advantages of specialization such as the 
savings and loan associations seem to have in other places, that is, 
holding back the community in making less money available for build- 
mg and for lending on mortgages because of the restricted facilities 
which vour status quo requires? 

Mr. Neate. I am glad you asked that question, because I can 
answer it specifically from my own experience in our own community 
We are in Scarsdale, which is Westchester County. Some 5 years 
ago, a Federal Savings and Loan Association of another city in thi 
county, New Rochelle, applied for permission to open a branch around 
the corner from us. In our village, there were ourselves, an independ- 
ent commercial bank, and a branch of a larger bank in White Plains. 

We opposed that application before the Federal Home Loan Bank 
Board. It happened to be the first application which came before the 
newly constituted Board, and there was a question as to what they 
were going to do on branch policy, the statute being silent on that 
question, 

Senator Busu. When was this? 

Mr. Neave. 1949. We submitted what I thought at that tim: 
was rather conclusive testimony that there was no lack of thrift 
facilities. There were 11 savings banks in Westchester County, 
forty-odd offices of commercial banks, 5, I think, Federal Savings 
and Loan Associations, 6 or 7 State associations, and besides that, w 
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were within reach of New York City, where there was a great mass 
of thrift mstitutions. So as far as the thrift requirements were con- 
cerned, we though there was no need for another office competing 
with two commercial banks in our own village. Then, with respect to 
the question of the mortgage outlet, we show ed the number of mort- 
gages that had been placed in Scarsdale not only by our institution, 
but by some 80 other institutions, that they were advertising aggres- 
sively for mortgages, paying commissions to brokers to bring mortgages 
in, that there was no lack of mortgage money available. 

The application was granted. They came in and opened an office 
around the corner from us and we have been on very friendly terms 
with them since, but they are a competitor of ours. Their main office 
in New Rochelle is about the same total size as we are. Our national 
bank, with the limitations imposed upon us by the National Banking 
Act, has made, | would estimate, twice as many real estate mortgage 
loans in Scarsdale in the last 5 years as the New Rochelle Fede ral 
Savings and Loan Association has made. What they have done is to 
come in and tap that money and get money at the higher rate of 
interest which they were able to advertise. 

They were consistently a half percent above the rate of the com- 
mercial banks. We went to 2 percent last year and they are now 
going to 2 percent. The only reason the office was there, in my 
opinion, was simply to drain out what they could of the local money 
for their own institution. 

Actually, as far as the mortgages were concerned, they have not 
made a very large contribution to the mortgage money market in New 
Rochelle. They have made mortgages like ‘everybody else, but our 
bank, with the same resources, has made more mortgages than they 
have, both in number and in dollar amount. 

Senator Busn. That would seem to be very natural, inasmuch as 
you have been established there for a great many years. I don’t 
think your testimony is very convincing, because you don’t give any 
figures concerning their mortgages or yours or what the relative 
amounts are. 

Mr. Neate. I will be very glad to furnish them. 

Senator Busn. If you would say they came there and drained off 
the savings and didn’t make mortgages, then you would have a very 
positive statement. Are they part of the New Rochelle outlet or d 
they operate as a branch? 

Mr. Neave. Part of the New Rochelle outlet. 

Senator Busu. One of the principles that the Home Loan Bank 
Board has followed—and I must say it seems to be pretty generally 
recognized—is that they have been very careful in the establishment 
of branches, and the record shows here that the number of branches 
they have established has been very moderate. 

Also, their figures seem to indicate that these branches, when they 
have been established, have been successful. In other words, they have 
filled a need and have grown and serviced the community, 

Mr. Nea.e. I would say they have been successful. I don’t know 
whether they filled a need or whether it would have been filled from 
some other source. I believe it would have been otherwise filled. | 
think they have been successful in that by virtue of their favored 
position from a tax standpoint, that they are able to pay a higher rate 
of interest and, therefore, attract more money. 
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Senator Busu. Is that because of the tax standpoint or because they 
lend on a longer-term basis and, therefore, get more interest? 

Mr. Neate. As a matter of fact, they don’t have the reserves to 
keep; that is the real difference. The interest rate is purely competi- 
tive. Their interest rate has been about the same as ours. 

Senator Bus. I meant what they received. 

Mr. Neae. I meant that, Senator. The interest on the mortgages 
they invest in is just about the same as others banks. The mor tage 
market in our area is highly competitive and they all get about the 


same rate of interest from the borrowers. 
Senator Busu. But they can invest it all, and don’t have to keep 


reserves, and so forth, so ites “vy get more interest? 


Mr. Neate. That is right. 
With further reference to the general question on mortgage money, 


I would like to quote from a statement made by the counsel for one of 
the New York banks, a savings bank, with respect to mortgage money 
in New York State. 

I am quoting, now, from testimony we gave at the hearing on the 
regulation of the Home Loan Bank Board. 


Perhsps the most graphic example of the ample volume of mortgage money in 
New York State is to be found in the fact that New York-chartered mutual 
savings banks are seeking to invest mortgage funds all over the United States and 
its territories. Counsel for several large New York savings banks, in a recent 
statement, said: 

“The phenomenal increase in the deposits of our savings banks, and their con- 
sequent need for new fields of investment, coupled with the tremendous increase 
in residential building in all parts of the country and the need for mortgage money 
arising from such building, have combined to extend the business horizons of our 
clients from New York and @ small area in adjoining States to the limits of the 
continental United States and our territorial possessions.” 


I simply want to conclude by stating that the commercial banks of 
New York State are very fearful that exteasion of branch powers would 
result in mouey being taken from their own communities for invest- 
ment in other parts of the country and their own communities being 
deprived of ordinary banking needs for the people in those communi- 
ties, the local farmer, the local businessman, the small industry, and 


the others. : 5 
(The statement of the New York State Bankers Association follows :) 


STATEMENT OF NEW YorK STATE BANKERS ASSOCIATION 


This memorandum is respectfully submitted in support of the provisions of 
S. 975 which would require the Home Loan Bank Board to observe State laws 
in considering applications for new branches of Federal savings and loan associa- 
tions. This association has long contended that Federal savings and loan asso- 
ciations should be subject to the same restrictions, as to number and location of 
branches, as are imposed by the laws of the several States with respect to similar 
State institutions. 

The basic law clearly does not give the Home Loan Bank Board specific author- 
ity to grant branch privileges. Yet the spread of new branches by Federal savings 
and loan associations has not only aroused concern among other financial institu- 
tions, it has also reached a point where the Board itself has expressed a willingness 
to change some of its regulations and Congress is considering corrective action. 

Along with advocating some limitation on the branch powers of the Federal 
savings and loan associations, this association has also expressed the firm convic- 
tion that such limitation should be established by legislative act rather than by 
administrative regulation. On an issue so important to both the public and all 
the financial institutions concerned, we believe it highly desirable that the elected 
representatives of the people clearly express their will. Any change accomplished 











FEDERAL SAVINGS AND LOAN BRANCHES SQ 


by legislation may thereafter be amended only by similar legislative act, a pro- 


cedure much to be preferred over administrative regulation which would be more 
readily and informally susceptible to « ain in the future. 
Our own New York State law is careful to distinguish between financial institu- 
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tions, in the public interest, with respect to all phases of their services and opera- 
tions, including branches \ great number of public and banking safeguards 
have been built into the New York statutes over the vears 

Please consider the restrictions on branch powers for financial institutions in 
New York State 
105, New York State banking law) that a com- 
nch in its own community unless that communit 
has a population of more than 30,000, nor can a commercial bank open a bran 
{ } h there is already located the pring ipal off 
of another bank, and in no case may a commercial bank cross banking district 
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any other city or village in whi 


and open a branch in a banking district other than the one in which it is 


located Chere are 9 different banking districts in the State ranging in area 
il n @to 15 <« nt 
2 situated in a commuuity of less than 30,000 population may 





it ina city or village witha pop lation above 30,000 a savings 


1 to 3 branches, depending on the population Any such branch 


ie limits of its own city or village (see. 240, New York State 





s are permitted to any State-chartered savings and loan associa- 





a 
tion unless it is situated in a city or village of more than 20,000 population. 
Meeting that requirement, an association may have | branch anwhere in the State 
Vithin a radius of 50 miles of its head office (sec. 396, New York State banking 


We can thus see that the public policy of the State, as expressed in the above 
statutes, has established separate rules for the 3 distinct classes of financial in- 
stitutions I elving the p iblie’s funds Section 5155 of the Revised Statutes, 


covering the conditions on which national banks mavy establish branches, makes 
them subject to the same restrictions as are imposed on State banks by the law 


ar State in which the national bank is located 


We believe that, similarly, Federal savings and loan associations should be so 


lance with the State laws covering State savings and loan associa- 





tions. In other words, we suggest the elimination of the words, ‘or mutual sav- 
vings banks,’”’ in the 4 places where they appear in subdivision (C) of the bill 
p. 2, lines 16, 20, and 22, and p. 3, line 2 
We make this point as a matter of principle, believing that savings and loan 
associations, Which are not banks, should not be linked with any strictly banking 
yn As a matter of fact, under the New York statutes as quoted above, 
savings and loan associations have broader branch powers than ..ew York 
mutual savings banks, so the suggested elimination of the phrase, ‘“‘or mutual 
savings banks,’? would not, as a matter of fact, cut down the proposed branch 
powers for Federal savings and loan associations 


Our understanding is that there are mutual savings banks only 17 States,! 
whereas there are Federal savings and loan associations and presumably State- 
chartered counterparts throughout the entire country. There is no partic ilar 
reason, therefore, for bringing in mutual savings bank branch powers for so 


aplication, 
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Since Federal savings and loan associations are not banks, by statutory defini- 
tion, this association must emphasize that they properly should be grouped only 
with their State-chartered counterparts, which perform identical functions 
although under different governmental auspices. For this reason, the New York 
State Bankers’ Association must respectfully take exception to that part of S. 
975 which would include mutual savings banks, along with State savings and 
loan associations, as a gage for determining future branch powers of the Federal 
institutions. 

But much more is involved than the right of Federal savings and loan associa- 
tions to establish new branches. This association is sensitive to the fact that 
further growth of Federal savings and loan institutions without proper legislative 
safeguards would have a decidedly inhibitive effect on the normal growth of 
other financial institutions. Such a development, inthe case of commercial banks, 
could lead only to curtailment of lending power or increased pressure to forcethe 
calling of loans, imposing a needless hardship on the public. 

These viewpoints prove more realistic than self-serving when the facts are 
adduced. Most importantly, the Federal institutions have been accorded legis- 
lative privilege exempting them to a considerable degree from income-tax lability 
and freedom from cash-reserve requirements. Our member commercial banks 
had no conceivable objection to these privileges as long as the Federal institutions 
devoted themselves to one of the main purposes for which they were created— 
mort gate-finance institutions for both new-home construction and home moderni- 
zation. 

Now, bowever, these Federal associations devote much time and money, in 
advertisements and otherwise, to convince the public that they are banks, or 
at least create the impression that they are the same as banks—except that they 
pay a higher return to the saver. On top of this it appears that there is a con- 
certed effort in some Government quarters to afford these institutions more and 
more banking privileges without attendant responsibilities, and even, perhaps, to 
convert them into a third banking system. 

Already Federal savings and loan associations are authorized to, and do, offer 
a number of banking services, among them rentals of safe-deposit boxes, issuance 
of money orders, travelers’ checks, and foreign remittances. They also make 
loans on savings accounts and property-improvement loans. Most offer system- 
atic savings plans to encourage thrift such as Christmas and vacation clubs, school 
savings, payroll savings, and other savings programs for special purposes. 

In the face of such unequal! competition, this association must express concern 
for the welfare, in the public interest, of the banking community—especially 
independent country banks—and the continued operation of the dual banking 
system in an orderly fashion. This is held to be essential tothe national economy. 

We therefore hope that Congress will be considerate of the fact that the effective 
operation of the independent commercial banking system in New York State, 
particularly outside the metropolitan areas, is still threatened by further expan- 
sion of Federal savings and loan associations through fairly unrestricted estab- 
lishment of more branches. It is in the rural areas that a commercial bank’s 
time deposits closely approximate its demand deposits to form its main resource 
for making loans in its community. And it is axiomatic that a strong commercial 
banking system, with its full-scale services to the needs and convenience of the 
economy at the local level, is essential to our national economic well-being. 

It should be made clear, however, that commercial banks make no complaint 
against competition. But they do take exception to competition from financial 
institutions which, blessed with tax and investment advantages and freedom 
from comparable legal reserve requirements, were never intended to compete 
against them in the first place. Certainly, there is now no equal footing for 
competition between them. 

The consequences of such competition are already manifest. In New York 
State, there has been a steady attrition against the number of commercial banking 
institutions. A measure of the toll being exacted on the New York State banking 
system by competing agencies and institutions is found in the fact that, since 
World War II, more than 100 commercial banks have ceased to operate as indi- 
vidual units. It is an alarming trend. Mergers and consolidations of banks 
unable to meet present conditions have shrunk the number of independent banks 
in our State to 563. 

Federal savings and loan associations do not have any great need, either, to 
be concerned with liquidity. This is a little-appreciated but highly important 
fact. Many of the Federal institutions hold greater totals in outstanding mort- 
gages than they have in total share accounts. Distinctly, this would be an 
impossible position for any commercial bank, which, in such a situation, would 
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swiftly be ordered to close its doors. The impact of a business recession on these 
highly ‘“‘mortgaged”’ associations, however mild, is certain to be marked 

Because of the privileges afforded Federal savings and loan associations, they 
have enjoyed a profit advantage which has permitted them to pay a higher 
dividend rate than banking institutions. In New York, during recent years, 
the rate has ranged between 2 and 3% percent. Since they are not banks of deposit, 
but essentially investment institutions, it is understandable that these savings 
and loan associations should be able to offer a better return than that of banks, 
which only pay interest on the depositors’ funds they safeguard. 

Unfortunately, the Federal savings and loan associations themselves overlook 
the basic reason for their existence—the fact that they were created as mortgage 
financing agencies Presenting themselves to an ill-informed public as banks, 
they seek to solicit thrift funds for investment purposes, offering as bait a higher 
rate than a true bank could be expected to pay. 

In addition, there are certain loan standards for commercial banking which 
are considered sound by both the banking profession and the supervisory author- 
ities (New York State Banking Department and the Comptroller of the Currency 
These standards hold that risk assets, such as loans to commerce, industry, 





} 


farmers, or individuals should be limited to about 50 percent of deposits. Thus 
in the interests of a healthy banking structure, substantial sums are kept liquid, 
producing comparatively little return but insuring the soundness of our commercial 
institutions 
There could be no thought of making loans and investments in excess of total 
ana 
The consequences of continued expansion in New York State of Federal savings 


and loan associations, among other favored financial institutions, are dismavingly 
7 a 


deposits o1 a 


clear [he Federal associations are singled out because there is no way to 
integrate them into our banking system by act of our State legi ure Unless 
balance is maintained among our financial institutions, in accordance with their 





proper and respecti functions, this association holds that, in order, the following 


results may well be anticipated: 





1. State-chartered savings and loan associations, which do not now enjoy the 
branch powers of their federally chartered covnterparts, are not likely to sit by 
idly much longer when they might obtain them by switching to Federal charters 

2. Mutual sa banks, whose branch powers are already broad but not 
without restrictio could then easily be expected to besiege the State banking 
department fo ial authority to expa d, and likelv sueceed 

3. The oppressive competition thvs loosed could result only in the stifling of 
the existent independent country bank system 

Intensification of ich privilege 1 competition make pertinent the following 
questio 

1. Is it desirable for the national economy to drive private capital out of the 
banking business all but the larger cities? 

2. The indeps ent country banks are not only ess al to the operation of the 
economy, but at e same time provide substantial revenues to the Government 
in the form of taxes Could any legislative or regulatory body permit this to 
happen? 

3. Won’t the program of expansion being followed by legislatively favored 
financial inst tie 1 New York State, if allowed to continue against commercial 
banks, us I apital instead of depositors’ funds, lead dangerously close to 
socializa of the king busine n substantial tions of t State? 

One answer to all three questions is immediately evident All of these situa- 
tions, or any one of them, if allowed to develop, would be diametrically opposed 
to the basi rinciples of the American system of free ent rprise 


The following was received for the record :) 


New RocwHeEtLe FEDERAL Savines & Loan ASSOCIATION, 
New Rochelle, N. Y., February 18, 1 
Re 8S. 975. 
Senator Prescott Busu, 
Chairman, Subcommittee on Securities, Insurance, and Banking of the 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D.C, 
Drar SENATOR Busu: It has come to my attention that during the hearings 
this week on the captioned bill, that Mr. J. Henry Neale, of Scarsdale, N. Y., 
president of the Scarsdale National Bank & Trust Co., gave testimony on behalf 


of the New York State Bankers Association. I respectfully request that this 
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letter be made a part of the record on these hearings, inasmuch as I have been 
given to understand that Mr. Neale made certain statements concerning the 
operation of the branch office of New Rochelle Federal Savings & Loan Association 
located in Scarsdale. 

I have been reliably informed that Mr. Neale in his verbal testimony intimated 
that New Rochelle Federal Savings & Loan Association’s Scarsdale branch has 
been siphoning off the savings of the people in the Scarsdale area and not using 
these funds for the purpose of home mortgage lending in that area. Accordingly, 
I wish to establish that Mr. Neale’s testimony in this respect is entirely erroneous 
and without basis of fact. 

As of January 31, 1954, total savings held by the branch of the New Rochelle 
Federal Savings & Loan Association in Scarsdale amounted the $2,482,894.39. 
At the present time in Scarsdale village proper, New Rochelle Federal Savings & 
Loan Association holds home mortgage loans with balances due in exeess of 
$1,550,000. It is important to note that Searsdale is a community in the center 
of Westchester County completely surrounded by other townships, cities, ete. 

Most of this contiguous area in the towns of Greenburgh, Eastchester, Mamaro- 
neck, and cities of New Rochelle, Yonkers, and White Plains are indeed considered 
@ part of the Scarsdale area as I am sure Mr. Neale will readily admit. In the 
towns of Fastchester and Greenburgh alone, New Rochelle Federal Savings & 
Lorn Association holds more than 100 mortgages with balances due in excess of 
$1,300,000. The above figures do not include the many mortgages with sub- 
stantial balances on the edges of the cities of Yonkers, White Plains, and New 
Rochelle and the town of Mamaroneck which immediately abut the borders of 
Scarsdale village. It would be safe to say that within these restricted confines, 
total mortgages held within the immediate Scarsdale area by New Rochelle 
Federal Savings & Loan Association at the present time, exceed $4 million. It 
is accordingly obvious that we not only have used all of the Scarsdale savings by 
relending it in the Scarsdale area, but added thereto savings received through our 
main office and other sources. 

I will not bore you with further details concerning the services that New 
Rochelle Federal Savings & Loan Association is rendering to the people of Scars- 
dale but I can assure you that we consider ourselves a part of the community, 
employing local Scarsdale people to work in that office and taking part in many 
of the local Scarsdale civie activities and endeavors. 

As above stated, I would greatly appreciate this letter being made a part of 
the record of your hearings so that your record will be correct. 

Respectfully; 
Sevpen W. Ostrow, President. 

Senator Busn. I would like to announce that this afternoon the 
committee will continue these hearings in room G-—16 in the Capitol 
Building. That is the hearing room of the Interstate and Foreign 
Commerce Committee. It is on the gallery floor of the Senate wing. 
We will continue, now, until about 12:30, and then recess until 2 
o’clock. 

I understand Mr. Donald Carney wants to get away and only wants 
to testify briefly. Will you come forward, please, Mr. Carney? 


STATEMENT OF DONALD CARNEY, CHAIRMAN, SAVINGS DEPOSIT 
COMMITTEE, COLORADO BANKERS ASSOCIATION 


Mr. Carney. I would like to read my statement and make 1 or 2 
comments. I seem to be a lone voice from a list that doesn’t show 
very much representation. I would like to assure you that we have 
some problems out there, as well. 

Senator Busu. I am sorry to hear it. 

Mr. Carney. Perhaps we can correct some of them. 

My name is Donald Carney. I am president of the First National 
Bank of Englewood, Colo., which is suburban Denver. I am also 
chairman of the savings deposit committee of the Colorado Bankers 
Association, representing 155 commercial banks of that State. The 
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subject for consideration today by this subcommittee comes under 
the jurisdiction of my committee in the Colorado Bankers Association, 
and I am here at their request to present to you our views and opinions 
regarding S. 975 and proposed amendments thereto. 

Colorado is one of the many States in the Nation that specifically 
prohibits branch banking. There is, however, in Colorado no statu- 
tory prohibition against the establishment of branches by State- 
chartered savings and loan associations. 

During the past 4 years, savings and loan associations in Colorado 
operating under either Federal or State charters have become in- 
creasingly aggressive in their demands for branch privileges for their 
associations, with the result that today a number of branches, both 
Federal and State, have been chartered: and additional branch 
applications are pending. 

[t is our firm conviction that competition within the savings and 
loan industry itself has brought about an even greater pressure for 
branch privileges in order that each one may keep pace with its 
competitor. 

The Colorado Bankers Association, in open meeting, at each of its 
last three annual conventions, unanimously resolved and charged its 
savings deposit committee with the responsibility of seeking legislation 
to prohibit further branch expansion within the State so that the 
banks will not find themselves penalized by additional unfair com- 
petition in the savings deposit field. 

The Colorado Bankers Association has, for two successive general 
sessions of the Colorado General Assembly, attempted to have enacted 
legislation which would prohibit the further branch expansion of 
State-chartered savings and loan associations. In each instance, 
these efforts have been unsuccessful because the Colorado General 
Assembly has taken the position that it would be unfair to the State- 
chartered savings and loan associations to prohibit branches by them 
when there is no such prohibition controlling the federally chartered 
associations. 

In other words, we are whipsawed a little bit by the old adage— 
“Which comes first, the chicken or the egg?’”’ We are about to make 
a recommendation which we think will help that. 

Senator Busu. Do you believe that the General Assembly of 
Colorado would pass limiting legislation if it were not for the freedom 
that the Federal savings and loan associations happen to enjoy? 

Mr. Carney. It is our belief that that could be accomplished when 
some regulation was placed on the books. 

Senator Buss. Do you think the assembly would be disposed to 
limit the expansion of savings and loan associations in the State? 

Mr. Carney. We believe so, because in actual practice in Colorado, 
the branching of Federal institutions has been much greater than that 
of the State institutions. State branching has been almost nil, up to 
this point. 

Senator Buss. Why do you suppose Federal charters have been 
more attractive than State ones out there? 

Mr. Carney. I think it is the case of the ability to obtain them, 
The ability to obtain them is more lenient in Washington than in the 
State, because there is no branch banking in Colorado. We under- 
stand, now, that 1 State-chartered institution has made application 
for 9 branches. 
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It now has no branches. The information is that they have been 
promised 3 of those requests for 9, merely as a competitive situation 
with federally chartered institutions. 

Senator Busn. So you might say the policy of the State has held 
back the expansion of savings and loan associations’ State charters. 
They have not encouraged it at all. But Federals have come in there 
and found a market and gone ahead and established associations? 

Mr. Carney. In fact, up to this point, only one branch has been 
granted for a State savings and loan association. One Denver asso- 
ciation was granted a br anch in Colorado Springs. 

Senator Busu. Why have they been so tight, so to speak, on their 
policy? 

Mr. Carney. Because Colorado prohibits branch banking. 

After a careful analysis of S. 975, it is the opinion of the banks of 
Colorado that the enactment of S. 975, as originally presented, would 
not correct this inequity already existing in Colorado. Under the 
terms of 5S. 975: 

An— 
federally chartered— 
association may, with the approval of the Home Loan Bank Board, establish 
and operate new branches within the State in which the home office of such asso- 
ciation is situated, if such establishment and operation are at the time expressly 
authorized to State savings and loan associations or mutual savings banks by the 
law of the State in question or, in the absence of any such law, if such establish- 
ment and operation are at the time in conformity with the practice within the 
State with respect to branches of State savings and loan associations or mutual 

savings banks, except that no approval by the State authority having supervision 
over State savings and loan associations or mutual savings banks shall be re- 
quired. * * * 

In view of the fact that our State law does not prohibit the establish- 
ment of branches by State-chartered associations and because by 
practice such associations have been granted branch privileges, pas- 
sage of S. 975 would in no manner correct the present inequities of 
our situation. It is our understanding that the Federal Home Loan 
Bank Board favors an amendment to 8. 975 which would read approxi- 
mately as follows: 

No application to establish a branch office will be approved by the Board where 
the location of such branch office, or the number of branches which the applicant 
would have if such application were approved, would not be permitted by law 
or practice in the State, district, or Territory in which the home office of the 

applicant is located with respect to branches or branch offices of any one or more 
types of financial institutions located in such State, district or Territory, author- 
ized to provide savings, thrift, or home-financing facilities to the public. 

That would solve our problem, 

The banks of Colorado favor and strongly urge that S. 975 be 
amended accordingly. Colorado banks are prohibited by statute 
from establishing branches; therefore, we do not feel that savings and 
loan associations in direct savings competition with the banks of 
Colorado should be granted branch operation privileges. 

To further substantiate our position, Mr. Frank Goldy, State bank 
commissioner of Colorado, and a member of the National Association 
of State Banking Supervisors, at the request of that association, has 
participated fully in our study of this problem, and has assisted in 
the drafting of this statement. His letter to Senator Capehart, out- 
lining an identical position, is attached to and made a part of this 
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statement. Unless it is the desire of the committee, I shall not take 
your time to read Mr. Goldy’s letter. 

Senator Busu. We will be glad to receive it and make it a part of 
the record. 

Mr. Carney. Fine. It is attached to my statement. 

(The letter referred to follows:) 

STATE OF COLORADO, 
BANKING DEPARTMENT, 
Denver, Colo., February 12 1954. 

Hon. Homer E, Capenart, 


Chairman, Senate Banking and Currency Commicee, 
Washington, D. C. 


Dear SENATOR CaPEHART: Branch banking is not permitted in Colorado. 
However, there is no statutory prohibition againt the establishmert of branches 
by savings and loan associations. 

Our feeling is that branch privileges should not be granted to one type of finan- 
cial institution when competitive institutions do not enjoy such privileges. 

We therefore urge your favorable action on 8S. 975 if amended to prohibit savings 
and loan associations from branch privileges where competing financial institutions 
are likewise subject to such prohibition. 

Very truly yours, 
FrANK FE. Goupy, 
State Bank Commissioner. 

Mr. Carney. I want to express my own appreciation and the appre- 
ciation of the banks of Colorado for this opportunity to make known to 
vou gentlemen our stand on this proposed legislation which we con- 
sider so necessary of enactment for the protection of our banking 
industry. 

Senator, may I make just 1 or 2 comments growing out of a couple of 
things that have come up in this session that I think might be of 
interest to you resulting from some of the questioning that you and 
Senator Frear have put forth? 

First of all, one example that points this thing up very clearly, I 
think. Last fall in Denver, in a new shopping area, an independent 
bank was chartered in accordance with the State law. These men 
entered in there and put up $300,000 in capital. They were entirely 
independent from any other banks in the community, with no branches 
or chains or anything else. They put that money into their own busi- 
ness. Within 30 days after that, it was announced that one of the 
federally chartered savings and loan associations in Denver had been 
granted a branch within a couple of blocks of this new bank. There 
is a direct competitive situation which called for no particular addi- 
tional outlay of capital and these men who put up that $300,000 for 
this new bank have the further privilege of depositing some 52 percent 
of their earnings in the trough without any like provision on the part 
of the competitor, who has neither a capital outlay nor tax equality. 
I think that points up something unfair. 

Senator Busu. What happened? Did they go ahead and start 
their business? 

Mr. Carney. Oh, yes. They were already chartered and in busi- 
ness when the savings and loan came in. 

Senator Busu. How have they done? 

Mr. Carney. Quite well. The savings and loan association is not 
vet in operation. Their branch has been announced. I believe the 
announcement was they had spent $60,000 for some lots on which to 
build a branch. I would like to say that I think all encouragement 
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should be given to savings and loan associations to help carry the 
real estate mortgage loan load in a community. 

I realize this problem of the privilege of banking is a little contro- 
versial, but certainly so far as we are concerned in Colorado, we take 
no position that that should not be equitable. Both have their own 
place in the community, very definitely. I am sure that my own 
banking institution would net want a proportionate volume of the 
real estate mortgage loans that savings and loan associations have 
provided. 

Senator Busna. Let me interrupt you to ask a question that is in 
my mind. You are in favor of 8S. 975 the way it is? 

Mr. Carney. As amended. 

Senator BusH. What do you mean, “as amended’’? 

Mr. Carney. As we propose an amendment to it. We suggest 
an amendment on page 3 of our statement. 

Senator Busn. And you understand that the Home Loan Bank 
Board favors that amendment? 

Mr. Carney. We had understood that. 

Senator Busu. I don’t know about that, but you have heard the 
amendment about which I have asked a good many of these witnesses, 
have you not? If S. 975 were enlarged a little bit to include com- 
mercial banks, as well as the mutual savings and savings and loan 
associations, as a standard for granting banking privileges, commercial 
banks which carried thrift accounts, you would have no objection to 
that either? The bill would be just as satisfactory to you under those 
circumstances? 

Mr. Carney. In Colorado, yes, because you are amending the bill 
in accordance with what the Home Loan Bank Board has said: That 
where branches of commercial banks are specifically prohibited, then 
they are prohibited to federally chartered savings and loan institu- 
tions. And we support that position. 

Senator Busu. What the Home Loan Bank Board wants is a most- 
favored-nation clause. They want branching privileges in accordance 
with the most liberal branching privileges granted to these various 
categories within a State. 

Mr. Carney. Yes, I understand that. Therefore, our information 
apparently has been incorrect in that regard. Your amendment is 
what we would support by reason of this statement on page 3 of our 
statement. Just one other thing, please, Senator, that pertains to a 
subject that Senator Frear has brought up and that you touched on 
here a few minutes ago. 

I was especially interested to hear that your committee will later 
in this session review some other aspects of legislation to perhaps 
provide some controls. 

Senator Busn. I didn’t say that we would. I said we might con- 
sider it in the light of these hearings, but I did not say that we were 
going to. 

Mr. Carney. I was particularly interested in one aspect of that 
and it related to Senator Frear’s interest in the advertising situation 
and some other things that come into this problem. For instance, in 
our neck of the woods, a number of these savings and loan associations 
do not use the full title in their advertising. They specifically avoid it 
in what we interpret to be an effort to emulate a commercial bank, 
It is a poor word, but let us say, to mislead, in many instances. 
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Senator Busu. How would vou suggest that be dealt with? I agree 
with you; I don’t like that. I don’t like anvthing that misrepresents 
the nature of an organization or a company that has goods for sale or a 
bank that is offering services. How would you correct that? 

Mr. Carney. We have specific legislation in the Pure Food and 
Drug Act, for instance. 

Senator Busu. Why doesn’t your State assembly pass legislation 
that would deal with that situation? 

Mr. Carney. That still wouldn’t help with the federally chartered 
institutions, which are the ones who are most flagrant in the violations 
at the present time. 

Senator Busy. Oh, yes, it would. I think vou are mistaken about 
that. I think they could say that any institution which is advertising 
in the State in this field of activity must conform to certain practices. 
Kach word must be equally large in the heading, or whatever they want 
to say. I don’t want to start writing that law here, but I wouldn’t 
admit for a second that the State assembly could not write a law that 
would govern advertising cf financial institutions. 

Mr. Carney. That is a verv good point, and one that perhaps we 
might explore locally. This advertising thing voes one stt p further. 
For instance, we learned that one institution has an advertising and 
promotion budget of $250,000 this vear. That is a total resources 
amount of $40,000. A benk in Colorado with equal resources might 
spend something like $20,000 as against this $250,000 for publicity 
and promotion. That bank could not earn and establish reserves and 
operate its bank successfully on that type of budget. 

This matter of rates, dividends paid to shareholders, is another 
thing. I have heard some comment here in the East about 2 percent 
and 2% percent. One of these savings and loan associations in 
Colorado advertised a 3% percent dividend rate to its shareholders 
before they had a dollar in earnings, before they ever opened their 
doors. Commercial banks are regulated on their savings accounts to 
2's percent interest. We have a limit. These things that come into 
that picture merit some real considerations by this committee. 

Senator Busu. Who establishes that limit? 

Mr. Carney. The Federal Reserve, and it is concurred in by the 
Federal Deposit Insurance Corporation. 

Senator Busu. It has changed, has it not? 

Mr. Carney. In my experience in banking, there has always been 
that limitation, 24 percent. There is no limitation for savings and 
loan associations. 

You asked why the savings and loan league doesn’t control its own 
members on premiums and things like that. There we come down 
to this thing of policy versus legislation. People could have a policy 
or this particular Home Loan Bank Board administration could have 
a policy, but it is a little more difficult to change legislation than 
policy. We think we need soine legislation on some of these things. 
Mr. Bliss spoke of premiums for accounts, the same as in a retail 
business. Money is a commodity, and it is a little more important 
than most other commodities. When we deal in it by giving premiums, 
it takes money out of reserves or out of the investors’ earnings. 

As to these so-called mutual enterprises that spend money in those 
directions for promotion and advertising, we wonder if their own 
shareholders would concur in some of those premium promotion ex- 
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penditures if they were given an opportunity to express themselves 
with the full knowledge “that the money was coming out of either 
reserves or out of their own earning factors, which protects their in- 
vestment. I have especially appreciated this and appreciated par- 
ticularly the manner in which your committee is approaching this 
subject. It has been well worth a trip to Washington, and I am very 
grateful. 

Senator Busa. Thank you. 

Mr. Poe, will you come up, please. 


STATEMENT OF JOHN P. POE, PRESIDENT, NEW JERSEY BANKERS 
ASSOCIATION 


Mr. Por. Senator, I have a short, prepared statement I would like 
to read. 

My name is John P. Poe. I am president of the New Jersey 
Bankers Association. I am also president of the First National Bank 
of Princeton, Princeton, N. J. The New Jersey Bankers Association 
is comprised of 307 State and national banks and 16 mutual-savings 
banks and approximately 200 branch offices. 

The New Jersey Bankers Association has endorsed the passage of 
Senate 975 for the following reasons: 

It gives recognition to the most important principle of comity 
which has characterized the maintenance of national banking associ- 
ations in the several States. Much of the great success enjoyed by 
our dual-banking system may be attributed to the recognition of this 
principle, which guarantees equality of competition to all institutions 
in the commerce ial- banking field. 

2. It gives recognition to the sound principle that the problem posed 
by the establishment of branch offices of financial institutions be de- 
cided at the State level, rather than at the national level. 

It crystallizes procedures at the legislative level in a field which 
should be recognized as being exclusively in the legislative province 
rather than subject to the vagaries of an administrative body which 
apparently, is answerable to no higher authority. 

4. In a State like New Jersey, which is perhaps unique, in that 
banks, savings banks and savings and loan associations have virtually 
identical branch office privileges, it is especially important that the 
equality of competitive opportunity be preserved. The branch office 
privileges heretofore afforded Federal savings and loan associations 
offers a definite threat to the dual system of savings and loan associa- 
tions presently in effect. 

A competitive advantage in Federal savings and loan associations 
could well result in a wholesale flight of State-chartered associations to 
Federal supervision and control. The alternative would be for State- 
chartered institutions of all kinds to attempt to get relief from all re- 
strictions imposed at State levels; a situation which could have serious 
consequences on all financial institutions generally. 

State control is rendered altogether meaningless if virtually identical 
institutions have greater privileges than State institutions solely be- 
cause they are federally chartered. 

Senator Busy. Thank you, Mr. Poe. Do you wish to add anything 
to that? It is a very clear statement. 

Mr. Por. I would like to say that in our State we have lived very 
happily, in the main, with all the various financial types of institu- 
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tions. We have had some rows, but we have buried them at home. 
In our State association, I think we are perhaps unique. At the 
present moment, all three elected officers of it are officers of the 
national banks. The privileges given savings and loan institutions 
in New Jersey are contained in section 21 of the Savings and Loan 
Act, giving them the right to establish branches in their own 
municipalities and in the same counties. There is a limitation of 
three. 

Another section, however, gives them vastly greater powers where 
there is a merger involved. There, their rights are even broader than 
given the commercial banks, because they can merge with an as- 
sociation in an adjacent county and count that office as a branch, 
which is a privilege not granted to a State bank. Further, the com- 
missioner has very broad powers in cleaning up trouble without 
regard to any such limitations at all. We feel that we can get along 
at home. 

There is a place for savings and loans and there is a place for 
federally chartered savings and loans and there is a place for State 
and national banks. 

Senator Busa. You have mutual savings banks, too? 

Mr. Por. Oh, yes, they are members of our association. They 
have the same privileges. It has already been brought out, this 
question that you asked about giving the federally chartered savings 
and loan associations the same rights as commercial banks. But 
that is not a fair competitive situation. 

I am enough of an Irishman that I enjoy a good fight, but I don’t 
don’t like to fight when the other fellow has a pair of brass knuckles 
and my head is under a barrel. If you are able to limit these Federal 
associations so that it must be made clear to the people who put their 
money in there that they are stockholders and not depositors, that 
because they are stockholders, the savings and loan can invest at high 
rates of return a very much larger portion of the money than any bank 
can do, and further, that those earnings are sheltered from taxes, if 
you can relieve those inequalities, | wouldn’t mind having the same 
rights anywhere, speaking personally, for the savings and loan associa- 
tion and the commercial banks. 

But in effect, you are not correcting a fair competitive situation if 
you give them that. You are ziving them what happens to be a fair 
competitive situation, plus the shelter from taxes, plus the fact that 
they are not liable to payment on demand or 30 days notice, plus the 
fact that they can invest a much larger portion of their assets by 
reason of those additions. 

Senator Busu. Of course, the fact that they are not liable to demand 
is a distinct advantage for them in competing for savings, so to speak. 

Mr. Por. Not the way they advertise it. They give these people 
passbooks and they do everything to make them feel chan they are 
savings depositors. 

Senator Busn. You see my point, do you not? 

Mr. Por. I see your point. 

Senator Busn. That is a distinct advantage and I am not sure that 
it would not be well if they were required to spell out that disadvant- 
age, or at least not create the assumption that you had a demand 
deposit when you put money into a Federal savings and loan associa- 
tion. I do think it is a very good point, but should work both ways. 
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It might work as a competitive disadvantage in acquiring deposits, 
but as a very considerable protection at times when people might all 
want their money in a hurry. 

Mr. Por. A very big help in time of trouble. 

Senator Busu. Have you anything else to add, Mr. Poe? 

Mr. Por. Not unless there were some questions you would like to 
ask. 

Senator Buss. Any further questions, I am afraid, would be repeti- 
tive of what we have said, but I thank you very much for your supple- 
mentary statement. 

Mr. Por. May I thank you for your courtesy in letting me appear 
out of turn so that I can get away this afte noon. 

Senator Busu. We will recess now until 2 o’clock. 

Tomorrow morning, at 10 o’clock, Mr. McAllister of the Home 
Loan Bank Board will be here and we will conclude our hearings. 

The other witnesses we will try to take care of this afternoon, if 
the action on the Senate floor permits. 

The committee will stand in recess now until 2 o’clock. 

(Whereupon, at 12:35 p. m., the subcommittee recessed, to 
reconvene at 2 p.m. in room G—1i6, United States Capitol.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2 p. m. in room G—16, United 
States Capitol, Senator Prescott Bush (chairman) presiding.) 

Senator Busu. The committee will please be in order. 

1 would like to ask Mr. Poe if he would resume the witness chair 
for a moment. 


STATEMENT OF JOHN P. POE, PRESIDENT, NEW JERSEY BANKERS 
ASSOCIATION—Resumed 


Senator Busu. Mr. Poe, have you any additional remarks you 
would like to make now? 

Mr. Por. I would like to say 1 or 2 things, if I may. The first is, 
when I was speaking before lunch, I may have given the impression 
that I was looking for a fight with the savings and loan associations. 
That is not true. We have always gotten along very well with them 
in our State and we expect to continue to get along with them if there 
is a reasonable overall control so that we know what grounds we are 
working on. 

In that connection, I want to say that most of these associations 
have grown up as local associations. Many of them have been aided 
and abetted by the local banks. In fact, in many instances you will 
find interlocking directorates between local banks and savings and 
loans and building and loan associations. If this thing is going to get 
into the fighting stage, I suppose the supervisory authorities should 
invoke the Clayton Act and say, ‘Here, you can be the director of 
one or the other, but not both.” 

Senator Busu. You speak of interlocking directorates. Have you 
observed that there’ are directors of mutual savings banks who are 
also directors of savings and loan associations competing? 

Mr. Por. I will simply say that in my own community, 2 of my 
directors are also directors of the local building and loan association 
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and 2 more of them are directors of the local Federal savings and loan 
association, and we all get along very well. 

Senator Busn. But your particular bank is classified how? 

Mr. Por. As a national bank. 

Senator Busx. Not as a savings bank? 

Mr. Por. No, sir. 

Senator Busu. Although you do take thrift accounts? 

Mr. Por. We do. 

Senator BusH. So vou are 1n competition with both those other 
two; is that mght? 

Mr. Por. That is true. It can’t be any other way. 

Senator Busx. So you feel that under the Clayton Act, it would 
be improper 

Mr. Por. If you are going to consider this as a really competitive 
fichting situation, I think some cognizance is going to have to be given 
to that by the supervisory authorities. It has already been done in 
the banking field. 

Senator Busn. I don’t think the committee wants to promote any 
fights in the broad fraternity of financial life, but I do think you 
have raised a very interesting point. I wondered whether you thought 
that in connection with this bill it would be proper to put in a clause 
which would make it illegal for any director of a savings and loan 
association—it would have to be restricted to Federals, of course, 
because we don’t have authority over the States—to be a director of 
another bank. 

Mr. Por. Is further legislation necessary? I am not familiar with 
the Clayton Act in detail, but as I recall it prohibits directors serving 
in competitive situations, 

Senator Busn. It doesn’t seem to be functioning in New Jersey, 

Mr. Por. In this case. My point was that there isn’t this cat-and- 
dog fight in all cases that some of this testimony would indicate exists. 

The second point I would like to raise is this: You spoke earlier 
this morning, as 1 understood you, about certain banks not taking 
care of their communities, which needed this sort of savings and 


» 


loan organization to come in to do it. I want to say that I, person- 
ally, have no sympathy with any bank which does not take care of 
the needs of its community. I also want to say that I believe that 


90 percent of the commercial banks of this country accept savings 
deposits and in some of the cases of those who do not, it is because of 
close, friendly affiliations with mutual-savings banks and savings and 
loan associations in their communities, aad they do not attempt to 
compete in that field. However, I would not like to see the ability 
of the local bank to take care of its community vitiated because of 
tax-free competition which can outbid it for funds. 

The gentleman from the New York association from Scarsdak 
brought up that point, that a lot of this time money is needed for 
farm loans and personal loans, and that is true. Time money does 
not all go into building mortgages 

I can go back a few years to 1933 when things were pretty bad. 
The banks of New Jersey largely helped bail out building and loan 
associations. They loaned them a lot of money and prevented a lot 
of suffertmg where people couldu’t get their money for their shares 
At that same time, | saw certain situations where all the banks had 
folded. and there were no commercial banking facilities. 
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If you are going to weaken your banks, you have a question of 
public policy which I think this committee should take into considera- 
tion. 

Senator Busu. Of course, under the bill it favors certain States, 
and you favor that; don’t you? 

Mr. Por. I do believe in that. I am one of the few old Southern 
Democrats. Ido believe the States should not bave the rigbt violated 
as to differentiating between certain types of institutions. 

Senator Busu. So long as commercial banks accept thrift accounts, 
it seems to me they are in competition with other institutions that 
accept thrift accounts. So long as an institution lends on mortgages 
from thrift accounts, then they are in competition with other institu- 
tions which do the same thing. Therefore, it suggests that it is pretty 
hard to say that one type of thrift gatherer and lender on mortgages 
should have preferred branching privileges over another fellow who is 
gathering thrift money and lending it on mortgages. ‘That is the point. 

Mr. Por. As I said, they have certain other preferences in the way 
* tax sbelter and the fact that they do not have to pay out on demand 

30 days, which is a very real advantage which could be to some 
cin considered as offsetting any other limitation. 

Senator Busu. You feel that as much as possible of the decision and 
policy should be left with the States? 

Mr. Por. I agree with that principle very strongly. 

Senator Buss. Thank vou very much, Mr. Poe. 

Now, we will call Mr. Hess. Do you want to read your statement? 

Mr. Hess. | would prefer to, sir. 

Senator Busy. Go right ahead. 


STATEMENT OF WALTER J. HESS, PRESIDENT, THE SAVINGS BANKS 
ASSOCIATION OF THE STATE OF NEW YORK 


Mr. Hess. My name is Walter J. Hess. I am prenesend of the 
Ridgewood Savings Bank and also president of the Savings Banks 
Association of the State of New York. I have been authorized by 
that association, and by its members, consisting of all the 130 mutual 
savings banks in the State, to appear before you in support of 5S. 975. 
I wish to address myself to the specific branch-banking situation within 
the State of New York. 

Five principal types of financial institutions which accept thrift 
deposits presently operate within New York State. These are State 
commercial banks, national commercial banks, State savings and loan 
associations, Federal savings and loan associations, and State mutual 
savings banks. If these five groups are classified according to the 
type of service rendered, the classification would be commercial banks, 
savings and loan associations, and mutual savings banks. 

The sovereignty of the State of New York has determined that these 
three classifications of financial institutions should have different 
branch privileges. A practical summary of these branch privileges, 
subject to many minor variations and exceptions, is as follows: 

Commercial banks are permitted to have unlimited branches within 
the banking district. The State of New York is divided into nine 
banking districts, and each banking district consists of a prescribed 
number of counties. Under act of Congress, national commercial 
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banks operating within New York State are governed by this law 
applicable to State commercial banks. 

State savings and loan associations, in prescribed locations, are 
permitted to have one branch within the State and within a 50-mile 
radius of the home office. 

State mutual savings banks are confined, by law, to the city, village, 
and county in which their home office is located. Only savings banks 
located in cities may have branches, and the maximum number of 
branches which any savings bank is permitted to have is three. 

Against this background, the Federal Home Loan Bank Board has 
recently held hearings on its proposed new regulations pertaining to 
branches of Federal savings and loan associations operating within 
the several States. The proposal is to give to Federal savings and 
loan associations the composite branch privileges within any State 
which are presently given to all local institutions authorized to provide 
“savings, thrift, or home-financing facilities to the public’. That 
Board likewise proposes to include “chain, group, or affiliated financial 
institutions” within the term “branch office.” 

We interpret these amended regulations of the Federal Home Loan 
Bank Board to mean that a Federal savings and loan association oper- 
ating in the State of New York could have an unlimited number of 
branches and could maintain these branches anywhere in the State. 
The unlimited number would be an adoption of the State policy relat- 
ing to commercial banks. The unlimited area results from the fact 
that in our State we have an isolated example of the type of organi- 
zation which, under the regulation, might be interpreted to mean 
“chain banking.” 

The sum and substance is, that with five recognized substantial 
types of financial institutions accepting thrift deposits, only one would 
have unrestrained branch privileges. This would create an unhealthy 
competitive advantage, which would be detrimental to banking. This 
would violate the established policy of our State relating to branch 
banking. This would not be in the public interest. 

Healthy competition between financial institutions benefits the 
public. It challenges each to maximum effort. It rewards those 
who best serve the vast majority of our citizens. 

There is, however, an important distinction between healthy com- 
petition and ruinous competition. The principal asset of any financial 
institution is public confidence. Ruinous competition impairs public 
confidence and, therefore, cannot be tolerated in the banking business. 
Our superintendent has wisely said, ““There can never be in banking 
such a thing as the right to fail.’’ 

Historically, the branch privileges of financial institutions have 
been one of the great competitive problems. It is so necessary that 
these branch privileges be administered wisely and well, and that 
they be administered under a broad policy, whereby each type of 
institution has due regard for the rights and privileges of its 
competitors. 

If, therefore, Federal savings and loan associations are to receive 
unrestricted branch privileges in the State of New York, it must 
necessarily result in one of two alternatives. Either such Federal 
savings and loan associations will have a competitive advantage to 
the detriment of all other types of institutions, or the restraints which 
generations of prudence have dictated must be abolished for all. 
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In the first alternative, Federal savings and loan associations would 
obtain an unconscionable advantage. In the second alternative, the 
result might be a mad scramble between competing supervisory au- 
thorities to see who could give the greatest branch privileges. It is 
respectfully submitted that either alternative is not in the public 
interest. 

While this problem in New York State may be somewhat unique, 
nevertheless, it is so important that it be given very serious considera- 
tion. The Empire State has long been recognized as the financial 
capital of the United States. Its financial institutions serve more 
people and the amounts deposited are much larger than anywhere else 
in the United States. By reason of its leadership, a policy change in 
the State of New York would have far-reaching effects. 

It is so important that all financial institutions continue to merit 
public trust and confidence. Vociferous discussions as to which has 
the greater privileges, powers, and immunities disturbs the public 
and impairs that confidence. It is so important that all be governed 
by a uniform policy, wisely and judiciously administered, 

In the history of our couatry, the pattern of such policy has always 
adhered to State sovereignty. That pattern should not be changed. 
That pattern is the essence of 5. 975. 

[t has been urged by those who oppose any statutory restriction on 
the branch privileges of Federal savings and loan associations, that 
this is much ado about nothing. They contend that there has been 
no broad expansion of these branches and that the fears expressed by 
other financial institutions are imaginary. It is true that no unusual 
number of such branches has presently been authorized by the Federal 
Home Loan Bank Board. 

But even the modest number already authorized contains many 
instances in which State law and State policy have been completely 
disregarded. ‘The important pomt, however, is that the Federal 
savings and loan associations are comparatively new institutions. 

Their creation was first authorized by act of Congress in 1933. It 
is not surprising that in the first 20 years there has been no extensive 
use of branch privileges. Ordinarily, voung financial institutions first 
build surplus and reserves before they think in terms of branch ex- 
pansion. Now that a score of years has elapsed, the immediate prob- 
lem becomes more acute and it is obvious that the problem will 
become progressively more acute as these institutions attain maturity. 

5. 975 will give to Federal savings and loan associations operating 
within New York State greater branch powers than those presently 
enjoved by State mutual savings banks and greater branch powers 
than those given to State savings and loan associations. 

In that respect, we contend that the proposal is most liberal. Any 
further extension of powers would be unjust and inequitable. We, 
therefore, endorse the proposed bill. 

Senator Busu. Thank you very much, sir. I have no questions 

Mr. Harding, do you wish to read this statement in full or how do 
you wish to proceed? 
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STATEMENT OF HARRY J. HARDING, PRESIDENT, THE INDEPEND- 
ENT BANKERS ASSOCIATION, 12th FEDERAL RESERVE DIS- 
TRICT 


Mr. Harpine. Mr. Chairman, I would like very much to read it 

Senator BusH. Do you want to read the whole statement? 

Mr. Harprina. If it is not too long. I might drop into the vernacu- 
lar oceasionally, if you will permit. 

Senator Busu. | suggest that this probably is going to be somewhat 
repetitious of what we have heard 

Mr. Harprne. I don’t think so, sir 

Senator Busy. On that basis, go ahead, then 

Mr. Harpina. I have traveled 3,000 miles for this opportunity 

Senator BusH. | want you to have full opportunity to be heard and 
understood. 

Mr. Harpine. I want to express my appreciation for your having 
this session this afternoon because I have to return by plane tonight. 

Senator Busu. All right, go ahead. 

Mr. Harpinc. My name is Harry J. Harding. I am president of 
The First National Bank of Pleasanton, Pleasanton, Calif. I am 
also president of the Independent Bankers Association of the 12th 
Federal Reserve District, which district comprises the States of Wash- 
ington, Oregon, California, Idaho, Nevada, and Arizona, as well as 
the Territories of Alaska and Hawaii. I represent 353 banks that are 
members of our association. 

The bill before this committee, 5S. 975, proposes to establish and 
define the powers of the Home Loan Bank Board to approve branches 
of Federal savings and loan associations. We wish to confine our 
discussion to 2 points; 1, to what extent, if any, branching of Federal 
savings and loan associations should be permitted; and 2, in the event 
that branching should be approved, as urged by the Home Loan 
Bank Board, on a basis comparable to that permitted by the various 
States to banks, shall those States in which bank holding companies 
are operating be regarded as branch bank States? 

In the absence of any reference to branch offices of Federal savings 
and loan associations in the act creating such associations, the Hom«e 
Loan Bank Board has assumed that it had the powers to grant permits 
for such branches anywhere. We are aware that the Third District 
Circuit Court held that the Board has within its legal power, in 
granting permits for branches, an influencing factor, being the fact 
that the Congress had been presented with a number of bills re- 
stricting the authority of the Board as to branching, but took no 
action on any of these bills. 

The association which I represent feels that there should be no 
deviation from the intent and purpose of Congress in enacting legis- 
lation. It has been our belief that the Home Loan Bank Board, 
before exercising any powers not specifically granted by the act itself, 
should have appealed to congress for proper legislation that would 
have defined the wishes of Congress on any point, such as the branch- 
ing of Federal savings and loan associations. Legislation on this 
point, we feel, is most urgent. 
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We hold that the will of Congress, as set forth in the act creating 
the Federal savings and loan associations is clear, and from this act 
we quote: 

Sec. 5. (a) In order to provide local mutual thrift institutions in which people 
mav invest their funds and in order to provide for the financing of homes, the 
Board is authorized, and under such rules and regulations as it may prescribe, 
to provide for the organization, incorporation, examination, operation, and regula- 
tion of associations to be known as ‘‘Federal Savings and Loan Associations,” 
and to issue charters therefor, giving primary consideration to the best practices 
of local mutual thrift and home-financing institutions in the United States. 


And from section 6, we quote: 


Sec. 6. To enable the Board to encourage local thrift and local home financing 
and to promote, organize, and develop the associations herein provided for or 
similar associations organized under local laws. 

That Congress was thinking of “local’’ associations and “local’”’ 
alone is indicated by the fact that the term “‘local’’ is used in the act 
5 times and also by the limitation placed on loans to within 50 miles 
of the home office. 

The bill before us would extend the operations of these “local’’ 
associations to a statewide basis if other similar organizations operating 
under State laws or that are mutual savings banks enjoy such branch- 
ing privileges. The proposals of the Home Loan Bank Board are 
far broader. 

The first question for Congress to decide, to our way of thinking, is, 
“Does Congress wish to encourage the concentration of control over 
credit for home financing in the hands of a few big associations, oper- 
ating over a wide area, or does it wish to continue to foster local 
credit control for the financing of homes?” 

If Congress should decide to modify local control over home- 
financing credit, as now provided by the local Federal savings and loan 
associations, the question then is, to what extent shall concentration 
of control over such credit be permitted to develop? Shall it be on 
the pattern followed by the Home Loan Bank Board in recent years, 
that is, on an “all-out” interstate basis? Shall it be within a State, 
or some other geographical unit? Shall it be to an extent allowed by 
the laws of a State, either those affecting similar savings and loan 
associations organized under State laws, or to the same extent per- 
mitted any other institution engaged in the promotion of thrift or 
the financing of homes, as proposed in the regulations suggested by 
the Home Loan Bank Board and in the testimony of that Board 
before this committee? 

We wish to emphasize, as others have done, that Federal savings 
and loan associations which raise their capital funds through the 
sale of shares to an investing public, are not banks whose liabilities 
to the public are in the form of deposits. While banks do promote 
thrift, as savings and loan associations do, these two groups are not 
alone in encouraging thrift. 

Other organizations, such as life insurance companies, mutual 
investment funds, credit unions, and the United States Government, 
itself, through the Postal Savings System and the sale of savings 
bonds, all are in the thrift field. Likewise, home financing is not 
only a banking function, but life insurance companies, mortgage 
companies, and other organizations are in this field, as are savings 
and loan associations. 








FEDERAL SAVINGS AND LOAN BRANCHES 107 


To reason that because one type of organization which is serving 
the public in one or more ways similar to or akin to the functions of 
a Federal savings and loan association and does have the privilege 
of establishing branch offices on a statewide or nationwide basis, that 
therefore the Federal savings and loan associations should have the 
same branching privileges hardly seems logical. 

[It is our belief that a mutual organization such as the Federal 
savings and loan associations can best serve the public if its activi- 
ties are confined on a local basis—that is, centered in the community 
in which it is located. If I were an individual living in a city with 5, 
10, or 20 Federal savings and loan associations, and I was considering 
investing in the shares of one of these associations, with the Federal 
Savings and Loan Insurance Corporation operating, | would have 
no great preference for one association over another. And as a pros- 
pective borrower seeking to finance a home, I would rather have 5 
or 10 associations to which I might apply for financing than just 1 
or 2 big associations. 

Or, if I lived in a small city, I would much prefer that my loan 
application be passed upon by an association familiar with local 
conditions and values, and whose primary interests were in the prog- 
ress of that particular community. 

Senator Busx. Do you feel that the establishment of branches by 
the Federals so far has indicated a lack of familiarity with local 
conditions and values? 

Mr. Haropina. | believe that a local organization organized and 
run by local people would know better as to local values than some 
other organization located at a distance. 

Senator Busu. It is my observation that in the establishment of 
these associations, they have become pretty much local organizations 
and that they do know the locality. They do seem to lend with dis- 
cretion and try to meet the needs of the community. I was wondering 
whether your impressions were different than that? 

Mr. Harpina. I might say that it has been my experience that a 
few friends who are in the savings and loan associations have called me 
up and asked my views as to the property in our area which they, 
located 25 to 40 miles away, admitted they did not know. 

Senator Busu. All right, sir, go ahead. 

Mr. Harpina. If we are to adopt the principle of granting branching 
powers equs al to the most-favored organization, and if it is the purpose 
of Congress to provide competitive equality between thrift or home- 
financing organizations as to “convenience in location,’ then there 
are other forms of competitive inequalities to be considered. There 
is capital and reserve inequality. 

All banks have to have a certain amount of capital. The capital 
begins with zero and accumulates as they go along. There is type 
and extent in loans that may be made. Then, there is the greatest 
inequality of all—tax favoritism. Branching is only one of the aspects 
of the competition that is determined by the Congress and enters 
into any program of establishing competitive equality. 

Senator Busa. May I interrupt you just momentarily? These 
inequalities that you speak of have long been recognized between 
mutual associations of one kind and another and corporate entities. 
There is nothing new about that. You have it in the insurance field 
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and in other fields, too. You are not arguing that we should change 
all that, are vou? 

Mr. Harpine. Those inequalities that exist between a Federal 
savings and loan association and a bank, for instance, have existed a 
long, long time in the respective States between the banks and the 
State-chartered savings and loan institutions, and apparently has crea- 
ted no particular problem. The problem arose when the Federal 
savings sought to obtain branching privileges. 

Senator Busu. Did the problem arise when they sought to obtain 
branching privileges or when they sought to obtain charters? 

Mr. Harpine. Branching privileges. 

Senator Busu. Go ahead. 

Mr. Harpinc. With the simple procedures for establishing Federal 
savings and loan associations where needed—-and when we say where 
needed, remember the savings and loans were talking about establish- 
ing branches where needed. If there is a need for a savings and loan 
function under the powers granted in the Savings and Loan Act, a 
small association can be organized and can function and can function 
successfully. Let me tell vou an experience with which I am familiar 
in a small California town. 

There were two banks, a branch bank system and an independent 
bank. For vears, a group of individuals had operated a mutual 
building and loan association. Their office was in the corner of a 
grocery store. It was not one of these dignified buildings that seek 
to look like a bank. They were not an association that atte mpted to 
look like a bank, but just a mutual building and loan association that 
sought to sell its investment certificates to the public and use that 
money in the promotion of local home building and owning. The 
board of directors met at night. They reviewed their loan applica- 
tions and they functioned very well until a larger organization per- 
suaded them to become a branch, 

That larger organization could not be satisfied with a hole in a 
grocery store and the town wouldn’t support a regular building that 
looked like a big association and the branch was closed. This need 
for service that we are talking about, if you resolve it into a question 
as to how can it be best met, whether by a branch or an association 
100 miles away, we are strongly of the opinion that it can be met 
best, as Congress said in establishing these associations, in the first 
place, through a local association organized and run by local people. 

Senator Busu. Of course, what you are saying can all be modified 
or controlled by what the attitude of the States may be in respect of 
Hrenc hing privileges to any of these institutions. 

Mr. Harpine. What I have said is that under the Federal Savings 
and Home Loan Act, a local association can be organized on a very 
small basis in a small community or an outlying community. It is 
not necessary to have branching privileges, in our opinion. 

Senator Busu. You are opposed to any bill that would give them 
branching privileges? 

Mr. Harpina. That is correct. 

Senator Busu. So you are opposed to the whole thing? 

Mr. Harpina. That is correct. 

Senator Busu. And you oppose S. 975 for that reason? 

Mr. Harprna. That is correct. I will offer some specific reasons 
later 
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Senator Busn. Yes. You understand that if there is no legisla- 
tion on this subject 

Mr. Harpina. We urge legislation. 

Senator Busn. Are you going to recommend some here? 

Mr. Harprna. I stated in the beginning that we urge legislation. 
It is necessary to clear the muddle in which the whole industry finds 
itself. We believe that legislation should say that Congress meant, 
when it said “local,” just 1 office for 1 association. 

Senator Busu. All right, sir, go ahead. 

Mr. Harvine. Before I proceed, let me talk about S. 975 and spe- 
cifically bring up some points that we question. 

First of all, if S. 975 were to be enacted, we would be opposed to 
section 2 (a) which says an association may retain and operate such 
branch or branches as it may have in operation on the effective date 
of this paragraph. 

We realize it is a little difficult to get enactment of legislation retro- 
active, but certainly if S. 975 or any law permitting branches of 
Federal savings and loan associations were to be enacted, then we 
would say that a provision should be included in that act to the 
effect that no additional branch would be given to any savings and 
loan association where it was operating branches previously approved 
which would be in conflict with the new act. 

Secondly, in section 2 (b) relating to mergers and consolidations, 
and conversions of State associations—and I will talk a little bit on 
that later, branches can be retained. That would be an invitation to 
encourage mergers and consolidations where branches are already in 
existence, with the result that S. 975 would be circumvented and 
evaded and we believe that any possible loophole of evasion should be 
closed before it is ever created. 

Let me illustrate a little bit on that. In California, we have asso- 
ciations which are only capital stock. They are private corporations. 
We don’t know what may be the possibilities for consolidation or 
conversion under any act Congress may approve. 

We would certainly like to consider the possibilities under the 
wording of any act. But we do not think that S. 975, with its pro- 
visions there, is going to be helpful if the branch is already in existence, 
as in the case of the Indiana institution with a branch in Kentucky. 
It mav just open the door to circumvention. 

Third, the inclusion of mutual savines banks. While I know some 
spokesmen did agree that was proper to include them, to our way of 
thinking that just adds to confusion. A savings bank is not a Federal 
savings and loan institution. It is true that it does do about the 
same thing as a Federal savings and loan association does in a different 
way, and the liabilities are entirely different. 

You spoke about the advertising that tended to confuse the public 
into thinking that a savings and loan association was a bank. I can 
think of lots of instances of that that T have seen and I would certainly 
like an opportunity sometime to have a Senate committee investigate 
that and bring out a lot of material. I am just thinking of one point 
at the moment. 

In a town about 20 miles away from our bank, there are a number 
of banks and there are 2 savings and loan institutions. The name of 
the institution appears very prominently on the side of the building. 
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Then, for reasons of ec onomy, li imagine, the one word that is in neon 
lights is just the word “savings. 

Mutual savings banks are different, and I think to bring mutual 
savings banks or any bank into regulations affecting a mutual institu- 
tion organized for the promotion of thrift and home ownership, purely 
and simply, leads to confusion and makes it easier to make the next 
step of savings and loan associations more like banks. We would be 
a gerne to havi ing that in, as was testified yesterday. 

975 prov ides for branches, which may be on a statewide basis if 
the laws of the State permit a State savings and loaa to have state- 
wide branches. But the act, itself, says that a Federal savings and 
loan association shall make 85 percent of its loans within 50 miles of 
its home office. That means that the branches would be used to suck 
out funds from these outlying communities beyond the 50-mile lunit, 
except to a limitation of 15 percent. It would seem to me that should 
require correction. 

Senator Busn. You don’t think that the people who live out in the 
outlying districts should be given the advantage of solicitation so that 
they can put their money on deposit at a 4-percent return or a 3- 
percent return or whatever they pay, and take advantage of the mort- 
gage market that may be somewhat distant from their ‘homes? 

Mr. Harprna. Mr. Chairman, as far as investing the funds at a 
higher rate of return is concerned, we are 35 miles from San Francisco. 
We are 28 miles from Oakland. We have two Federal savings and 
loan associations that use radio advertising very extensively. They 
boast of the fact that they have listeners within 1,500 miles, and a very 
large number. That advertising is largely centered on the fact that 
you can open an account by mail. I don’t see that they would be 
any more of a competitor if they were right down the street than they 
are at the present time. I assure you that advertising is very 
extensive. You can hear it all day long as vou listen to the news 

Senator Busu. If we followed your philosophy, we would have 
Sears, Roebuck drawing back into Chicago and not extending their 
area of dealing at all. 

Mr. Harpine. They extended those facilities in order to save 
postage charges and transportation. [ am not talking about the 
retail stores. 

Senator Busu. I am talking about the retail stores. 

Mr. Harpine. They are mail order and retail both. 

Senator Busou. They went out where the business was and showed 
their wares so they could get that business as well as do business from 
the home office. 

Mr. Harpina. I think that is true of every institution. We have 
accounts that are located quite a distance from our bank. They 
prefer to deal with us for some reason or other. 

Senator Busu. But then there are lots of other places where they 
would prefer to deal with a branch bank rather than go all the way 
downtown, 7 or 8 miles. They would like to step across the street and 
do business there. You are constitutionally opposed to branch bank- 
ing in whatever phase of the financial business it be in? 

Mr. Harpine. We believe that the unit bank, in the words of the 
American Bankers Association, which we agree with wholeheartedly, 
has best served the interest of the American public. 
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Senator Busa. And that branch banking should, therefore, be 
discouraged? 

Mr. Harpina. That is correct. 

Senator Busu. All right. 

Mr. Harpina. With the simple procedures for establishing Federal 
savings and loan associations where needed, and to obtain the funds 
with which to engage in home financing, already provided by Con- 
gress in the act creating Federal savings and loan associations, there is 

very reason to believe the need for such facilities will be met by the 
organization of new associations. Therefore, we see no reason for 
granting any branch privileges to Federal savings and loan associa- 
tions, and we urge Congress to keep such associations “local.”’ 

The second point I wish to discuss becomes important only if this 
committee and Congress entertains the thought of authorizing the 
operations of Federal savings and loan associations on other than a 
local basis, and considers provisions such as contained in 8. 975 and 
the regulations relating to the establishment of branches proposed by 
the Home Loan Bank Board. 

The Home Loan Bank Board has declared that it looks upon the 
operations of bank-holding companies as in effect and for all practical 
purposes as branch banking. In this conclusion, we are in accord 
with the Home Loan Bank Board. In fact, a number of opinion 
polls conducted by this association among the more than 13,000 non- 
holding company banks in this country shows that the bankers of the 
country overwhelmingly are of this opinion. 

S. 1118, introduced by your chairman, Senator Capehart, and now 
pending before your committee, recognizes this principle. It would 
require the operation and further expansion of bank-holding companies 
be in conformity to laws relating to the expansion of chartered banks. 
My association, along with the other Independent Bankers Associa- 
tion, has endorsed S. 1118, since we believe the holding-company 
device should not be used to circumvent State laws regarding the 
branching of banks or the Federal statute which forbids the operation 
of branch banks across State lines. 

It has been argued that because a subsidiary of a holding company 
is separately incorporated and has its own board of directors, it is 
not a branch bank. To separately incorporate the different banking 
units no more breaks up control than occurs when a grocery or similar 
merchandising chain separately incorporates its stores. The fact re- 
mains that control of management and policies, whether evidenced 
by actual orders, suggestions, or a silent power of removal of any 
directors, officers, or other employees who do not carry out its 
policies, does exist between a holding company and its subsidiary 
banks just as effectively as between the head office and the branches 
ofa bank. The test is not separate incorporation, but rather, wherein 
lies control? 

It is not only the Home Loan Bank Board and the independent 
bankers of the country that consider holding-company operations 
for all practical purposes as branch banking. In its annftal report 
for 1943, the Board of Governors of the Federal Reserve System said: 


The Federal supervisory authorities now have authority to control the direct 
establishment of branches of banks under their respective jurisdictions * * * 
Through the corporate device of the holding company, however, these controls 
are defeated and the holding company can do what the bank cannot do directly. 
Thus, the same management which is restricted in its operation under a bank 
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charter can, through the holding-company device, acquire unit banks, operate 
them in the same manner branches would be operated, and thus defeat the 
expressed will of Congress regarding the establishment of branches. 

The former Chairmen of the Federal Reserve Board, in urging 
enactment of bank holding company legislation, testified to the fact 
that holding companies may be used to evade branch banking laws. 

In 1950, Chairman McCabe testified before the senate Banking 
and Currency Committee that 


Through the acquisition by the holding company of the stock of an existing bank 


which thereafter may be operated, for all practical purposes, as a branch of the 
holding-company system, the denial of a branch application of a controlled bank 
may become almost meaningless. 


He also stated: 

The holding company may thus operate, in effect, though not in name, an 
extensive interstate branch banking svstem. 

The present Chairman of the Reserve Board, William McChesney 
Martin, in a letter to the chairman of the House Banking and Currency 
Committee, pointed out that the holding-company problem arises 
because of no legal restrictions on the expansion in the control of 
banks by the holding companies as well as the power to evade the 
laws restricting branch banking. 

Just recently, Governor R. M. Evans, in a statement filed with the 
Senate Banking and Currency Committee, said: 

Despite all that has been said about the distinction between bank-holding- 
company groups and branch-banking system, the fact remains that both accom- 


plish the same thing—the operation of a number of banking units under one 


control and management. 





The holding companies themselves in their advertising and other 
published material, such as their annual reports and consolidated 
financial statements, seem to stress the close relationship between 
the holding company and its controlled banks. Typical of this fact 
is a recent full-page newspaper advertisement, issued by a Trans- 
america subsidy, the First National Bank of Portland, announcing 
the merging of 18 other subsidiaries of Transamerica with the First 
National Bank of Portland, saving as follows: 

At the opening of business on Monday of this week, 18 banking offices in 
Oregon became full-fledged branches of the First National Bank of Portland. 
They previously were afliliates, each enjoying the mutual benefits of close 
association. 

Mr. Chairman, I have always wondered what affiliates meant, but 
[ see now it is a branch that has not feathered out. Most of the 
States do not have any laws on their books relating to bank holding 
companies. Insome States, bank holding companies acquired control 
of banks where the operation of branches were prohibited. 

As the Association of Reserve City Bankers has declared: 

jark holding companies grew up entirely witbout benefit of either national or 
State legislation and, relving on the general corporation laws of the respective 
States, moved into banking operations denied to both national and State banks. 


Therefote, in recognizing that through the holding company device, 
branch banking in effect, does exist in nonbranch States, it is also 
proper to recognize that the legality of such operations may not as 
yet have been determined. 

This was the case in Texas, where holding company control of 
banks continued for over 20 vears, but the Texas Banking Depart- 
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ment, sometime ago, ruled that such control was in violation of that 
State’s no-branch law. Texas bank holding companies are now 
disposing of such controlled banks 

We also have a letter from the assistant attorney general of the 
State of Iowa indicating holding company operations are in conflict 
with that State’s laws restricting branche The State of Illinois has 
ruled along the same line. Therefore, with holding company control 
of banks still undetermined as to legality in many States, this fact 
should be considered in any proposal to tie in the branching of Federal 


be termed a “prevailing 


savings and loan associations with what might 
practice’ in a State 

In our opinion, Mr. Chairman, the holding company is the most 
favored organization if a comparison is to be made on that basis, be- 
cause it can do what no other organization can do under the law. In 
California, many State-authorized savings and loan associations have 
capital stock In the past, at least, holding companies controlling a 
string of such associations, if refused a branch application, could 
purchase an existing association and operate it, in effect, and for all 
practical purposes, as a branch. ‘This still can be done. I do not 
know in how many other States a similar situation could prevail. 
We certainly contend that such a chain, in effect, is branch operation. 

It is generally recognized that the concentration of control of credit 
is accomplished both directly and indirectly. If equality in a race to 
build such concentrations of economic power is to be sought, then 
direct branching and indirect branching both must be considered. 

In conclusion, we wish to repeat that we believe the proper action is 
to enact legislation that will keep the operations of Federal savings 
and loan associations local. This will not in any way impair their 
usefulness. It will merely mean more associations, and that is in 
keeping with the previously declared will of the Congress 

Senator Busn. Thank you very much, Mr. Harding. I appreciate 
your coming so far to give us this testimony. 

Mr. Harpinea. I appreciate your courtesy. 

Senator Busu. Mr. Markey, are you going to make two statements? 


STATEMENT OF GEORGE V. MARKEY, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NATIONAL ASSOCIATION OF STATE SAVINGS 
AND LOAN SUPERVISORS 


Mr. Markey. That is right, if I may, Senator 

Senator Busu. The question of time is getting a little bit important, 
Mr. Markey. I don’t like to ration you, but do you think you can 
confine your remarks to 30 minutes? 

Mr. Markey. Less than that. What I propose to do is make a 
statement first with respect to the representation of the National 
Association of State Savings and Loan Supervisors. Then I also have 
a statement representing the State of Minnesota. I would like to read 
the statement for the savings and loan supervisors and then delete from 
the other statement where there are duplications, so as not to present 
all of that statement for Minnesota. 

Senator Busu. All right, will you proceed. 

Mr. Markey. My name is George V. Markey. I reside in 
Minneapolis, Minn. My office is in St. Paul. I am the first vice 
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president of the National Association of State Savings and Loan 
Supervisors and chairman of its legislative committee. I am also the 
building and loan supervisor for the State of Minneaota. 

I would like to make a brief statement first as to the national 
association. I would like to point out a difference here. Other wit- 
nesses have appeared representing the National Association of Super- 
visors of State Banks. I subscribe to all that has been said by those 
testifying on their behalf. I do want to point out that I represent 
the National Association of Savings and Loan Supervisors, as distinct 
from the other association. Also here, but not testifying, is Walter 
L. Brenneman, supervisor of State savings and loan associations in 
Pennsylvania and chairman of the executive committee of the Na- 
tional Association of State Savings and Loan Supervisors. 

It is an honor to be asked to appear before you today on behalf of 
the distinguished members of this association to urge enactment of 
Senate 975, a bill to amend the Home Owners Loan Act of 1933, and 
point out as briefly as I can some of the reasons and the necessity for 
such a measure, which in our opinion is long overdue. 

The National Association of State Savings and Loan Supervisors is 
an organization composed of representatives of the various State de- 
partments exercising supervision over State-chartered savings and loan 
associations, building and loan associations, homestead associations 
and cooperative banks. It has an active membership representing 40 
States and the Territory of Hawaii. Its members supervise 94 per- 
cent of all non-Federal and State-chartered associations. Assets of 
these institutions are estimated to be in excess of $124 billion. 

This association has not and does not oppose branches, as such, but 
our members have consistently and continuously stood for equality 
and the preservation of States’ rights. They became interested in the 
branch question when the Home Loan Bank Board, without any direct 
authority in statutes, took it upon itself, through its regulatory powers, 
to authorize Federal savings and loan associations to establish branches 
in contravention to State law. 

Those experienced in supervision know that such a policy brings 
confusion and discrimination into the industry and endangers the dual 
system of financial institutions. We have, therefore, encouraged and 
sought legislation such as S. 975 at every opportunity, believing that 
only through legislation is a satisfactory solution possible. <A brief 
review of some of the past history should be helpful in presenting the 
principles at issue. 

The savings and loan industry, like all other business in the years 
immediately following World War II, entered upon a period of unusual 
expansion. ‘The demand for housing and home financing was exceed- 
ingly heavy as a result of restrictions and scarcity of material during 
the war. 

In a very short period of time, the business of many associations 
doubled, or tripled, and in a few instances, the growth was even more 
phenomenal. In 1945, the assets of all savings and loan associations 
and cooperative banks in the United States were $8% billion. By the 
end of 1952, this total had increased to more than $22% billion. One 
of the byproducts of this expansion was a yen to build even larger 
associations by establishing branches to extend the field of operations 
and invite broader public contacts. 
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In 1945 and 1946, when Mr. John H. Fahey was Commissioner of 
the Home Loan Bank Administration, there were a number of evi- 
dences of an aggressive attitude on the part of the Adminisiration in 
regard to establishing Federal savings and loan association branches. 
In New York, a Federal branch was established in a situation that 
would be prohibited under State law which brought forth vigorous 
protests. 

A reorganization of the Home Loan Bank Board delayed new Fed- 
eral branch applications for a time, but soon, from within the indus- 
try, the urge to expand by means of branch operations reasserted 
itself and the Home Loan Bank Board, as newly constituted, was 
urged to establish a liberal branch policy. 

Officers of the National Association of State Savings and Loan 
Supervisors urged the Board to adopt a policy of equality between 
Federal and State associations by recognizing the rights of the States 
to determine for themselves under what conditions, regulations, and 
restrictions branches may be permitted to operate within their bor- 
ders. Instead of following this principle of States rights, the Board, 
on the contrary, announced the formulation of its policy in the follow- 
ing language in a letter written to the national association in February 
1949: 

Although we shall continue to give careful consideration to the applicable State 
laws in all cases coming before us, we will not feel obliged to follow the particular 
State’s pattern in each case, either as a matter of law or of policy. 

Having come to this conclusion, the Board immediately began to 
implement this policy by granting branches beyond State limitations 
in a number of States and over the protests of supervisors in those 
States. Since then, branch activity has steadily increased. 

As of December 31, 1952, there were 161 branches being operated 
by Federal savings and loan associations. Of these, 56 were es- 
tablished before 1949. During the year 1949, the number was 
increased by 23; 19 in 1950, 26 in pen and 37 in 1952. This is an 
increase in 4 years of 105 branches, or 65 percent of the total. In 
addition, at the end of the year there were 30 branch applications 
pending. 

The matter of real concern, which points up the urgent need for 
legislation, however, is the fact that 39 of the 161 branches, or 24 
percent of the total, were established beyond State limitations at the 
time they were authorized. The obvious result is discrimination 
against State-chartered savings and loan associations. 

Senator Busu. You realize, of course, that this legislation would 
prevent that? 

Mr. Markey. We hope it would. 

In support of these facts, there follows a comprehensive listing, by 
States, showing the number of branches of Federal associations and 
the year established, if since 1945; the number of applications pending 
December 31, 1952, and the number established beyond State 
limitations. 

(The table referred to follows:) 
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Mr. Markey. Legislation such as S. 975 and similar measures has 
been opposed by the United States Savings and Loan League, the 
National Savings and Loan League, and the Home Loan Bank Board 
as then constituted. 

One of the principal arguments of the opposition has been that the 
bill, if enacted, would prohibit the Board from granting branches in 
a number of States. S. 975 does not prohibit branches, it only 
defines the authority of the Board to grant branch privileges and 
confines its authority to the State pattern. 

Another plea of the opposition is that savings and loan associations 
should be given the broadest privileges of all other financial institu- 
tions. They fail to define “financial institutions,’ neither do they 
suggest that associations be bound by the limitations and restrictions 
imposed upon such other institutions. In many States, there are 
varying kinds of financial institutions very unlike and dissimilar to 
savings and loan associations. 

In effect, the opposition seems to want all the privileges of banks 
and other financial institutions without being required to submit to 
the restrictions and limitations imposed upon such institutions. 

When the citizens of a State, through their legislature, have limited 
or prohibited branch operations, one is compelled to ask ‘‘Why should 
a three-man Board in Washington, D. C., be permitted to disregard 
the will of the citizenry and substitute therefor their own opinions?” 
If correction is needed in any State, that should be left to the State in 
question; otherwise, State government becomes inoperative. The 
situation as it now stands is intolerable, since the Home Loan Bank 
Board can, and does, ignore the laws of the State, 

Congress has defined branch powers in case of national banks. The 
right of the individual States to determine the basic conditions under 
which there shall be branch operations, if at all, was recognized 
quarter of a century ago with the passage of the McFadden Act in 
1927 (44 Stat. L. 1228; title 12, U.S. C., see. 36). Congress again 
debated the statute in 1932 and reaffirmed its position. 

The granting of branch privileges by a board without statutory 

limitations which recognize State law is contrary to this expression 
of congressional intent and is, in the opinion of our association, a blow 
to the principle of States rights which is inherent in our dual banking 
system. 
' Similar congressional expression is much needed in the savings and 
loan field. We, therefore, respectfully request that the Senate Bank- 
ing and Currency Committee give careful consideration to this meas- 
ure, that they report the bill favorably and use their influence to urge 
upon their colleagues and Congress the need for this legislation. 

Senator Busn. Thank you very much. 

Mr. Markey. Now, I would like to augment that with a few 
paragraphs from my State presentation, if I may. 

Senator Busu. You couldn’t just let us include that in here in the 
interest of the time of other witnesses to expedite these hearings a 
little bit? You could mark the passages you would like to follow. 
You may include the whole statement if vou like. 

Mr. Markey. I would like to include the whole statement and read 
only a few of the paragraphs, if I may. 

Senator Busu. All right. 
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Mr. Markey. The United States is a great Nation, composed of 
48 great States, each great in its own way. One of the sources of 
greatness and prosperity stems from the differences between them, 
and the right to self-determination, the right of each State to self- 
government and the right to formulate laws best suited to its needs 
and the welfare of its citizens. These differences extend into their 
economy, their institutions, and their way of doing business. 

The real issue embodied in the bill now before this committee is 
primarily one of States rights. S. 975 does not restrict branches of 
savings and loan associations. It merely requires the Home Loan 
Bank Board to conform to the law or practice in the State governing 
State-chartered savings and loan associations and mutual savings 
banks when authorizing branches of Federal associations. 

It is not a question of branches or how many branches. The real 
issue is whether the State—your State and my State—shall determine 
for itself under what laws, limitations, regulations, and restrictions an 
institution may do business within its borders or whether a board in 
Washington, D. C., shall make that determination and impose its 
decision upon the State. I submit that the citizens of the State ought 
to know their needs and what is best for them. President Eisenhower 
and others in high Government circles have repeatedly given expres- 
sion to a policy of less control in Washington and more control by the 
State and the individual citizen. 

The banking division of the State of Minnesota exercises super- 
vision over banks, trust companies, savings banks, building and loan 
associations, credit union, industrial loan and thrift companies, small- 
loan licensees, other financial corporations, and safe-deposit box com- 
panies. Each type of institution is governed by different laws, has 
different powers, limitations, regulations, and restrictions in keeping 
with the functions and purposes peculiar to the institution and the 
service it performs. 

There are 43 State-chartered savings and loan associations and 32 
Federal associations operating in Minnesota. Four of the Federal 
associations have six branches, and these branches were authorized 
over the protests of the banking division. 

Branch banking has been specifically prohibited by law in Minne- 
sota since 1923, Minnesota Statutes, section 48.34. While the savings 
and loan code, adopted in 1939, does not mention branches, the com- 
missioner does have authority over the location of the office of an 
association. Over a long period of years, it has been the administra- 
tive determination of the banking division that the statutes of the 
State do not permit the operation of branches of savings and loan 
associations and no branches have ever been authorized. 

This disregard by the Home Loan Bank Board for the precedent 
set by the State is a violation of States rights and presents a most 
unsatisfactory situation, which is unwholesome and invites discrimi- 
nation between Federal- and State-chartered associations. So long 
as the Board follows the present policy of disregard for the State 
pattern, discrimination will continue. Laws of the State become in- 
operative since the Board may choose to ignore them. The only 
satisfactory solution for such a situation is a Federal law such as 
S. 975 to require the Board to follow the State pattern. 

Under such circumstances, is it any wonder we are now urging 
Congress clearly to define the powers of the Home Loan Bank Board? 
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In our opinion, the law governing the Board should be one that will 
complement existing State associations with respect to branch opera- 
tions and the Board should be required to help protect State institu- 
tions in the same manner as State authorities should protect existing 
Federal institutions. 

The Home Loan Bank Board acknowledged the necessity for a 
solution to the branch situation recently in proposing an amendment 
to their rules and regulations which has for its purpose the placing of 
restrictions upon the Board’s authority with respect to granting 
branches. 

A hearing was held on February 1. We, in Minnesota, filed objec- 
tions to that regulation for two reasons. First, the broad undefined 
terms and institutions referred to in the proposed regulation, when 
applied to the conditions and institutions in Minnesota, could be 
interpreted so as to place no restrictions whatsoever upon the Board. 
Secondly, the authority to grant branches is the equivalent of granting 
charters and such authority should be fixed by law, not by regulation. 

S. 975 is patterned after the National Bank Act of 1927 relating to 
the establishment of branches of national banking association, which 
time has proven to be equitable to the States and to the banking 
institutions in preserving the dual banking system. Similar legisla- 
tion as contained in this bill is sorely needed at this time in order to 
preserve States rights, eliminate friction between Federal and State 
institutions, and keep the savings and loan business strong. 

These are local mutual thrift institutions and the branch question 
is one that should be settled at the State level to meet local conditions. 
If any State wants branches, it should have them. If a State is 
opposed to branch operations, it should not have branches forced 
upon it. This question of whether or not there should be branches 
should not be permitted to obscure the real issue of States rights in 
this bill. 

May I have Mr. Brenneman’s statement inserted in the record? 

Senator Busu. That may be done. 

(The statement referred to follows:) 


STATEMENT OF W. IL. BRENNEMAN, CHAIRMAN, EXECUTIVE COMMITTEE, 
NATIONAL ASSOCIATION OF STATE SAVINGS AND LOAN SUPERVISORS 


Chairman Bush and members of the committee, I am director of the Building 
and Loan Bureau, Department of Banking, Commonwealth of Pennsylvania, 
and as chairman of the executive committee of the National Association of State 
Savings and Loan Supervisors I have been authorized to present a formal state- 
ment in addition to the formal statement of Mr. George V. Markey, building and 
loan supervisor of the State of Minnesota, and chairman of our legislative commit- 
tee, confirming that the National Association of State Savings and Loan Super- 
visors do strongly favor the enactment of 8. 975, whereby the future establishment 
of branches by Federal savings and loan associations would conform with the law 
or practice in the State in which a Federal association is situated. 

The National Association of State Savings and Loan Supervisors is an organi- 
zation composed of State supervisors of savings and loan associations, building 
and loan associations, cooperative banks, and similar institutions. 

It is the opinion of the association that 8. 975 removes undue advantages that 
Federal savings and loan associations have over State-chartered savings and loan 
associations with regard to branch privileges. The dual system of savings and 
loan associations would be protected and maintained in the same manner as the 
dual system of banking under the McFadden Act, with fairness to both Federal 
and State-chartered institutions. 

The enactment of S. 975 would also clarify the situation with regard to branches 
already established and provide standards for the future establishment of branches. 
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The National Association of State Savings and Loan Supervisors hereby makes 
its formal recommendation that your committee consider 8. 975 favorably and 
seek its passage in the Senate 

Senator Busu. Mr. John P. Claire, from Massachusetts. 

Mr. Ciaire. I wonder, Senator, if you would rather hear me tomor- 
row. I know the hour is getting late ee vou are tired. 

Senator Bus. I would be glad to hear you tomorrow if that is 
convenient for you. We have a witness scheduled for 10 0’cloc k, 
but we would schedule you immediately after him. 

If - would like to stay over, I would appreciate it. 

Mr. Cuaire. I am willing to. 

Se Ae: Busu. Thank you. That is very kind of you. How about 
Mr. Bent from Hartford? 


STATEMENT OF JAMES E. BENT, NATIONAL SAVINGS & LOAN 
LEAGUE 


Senator Busu. How do you want to proceed, Mr. Bent? 

Mr. Benr. iiasmuch as we are one of the few to issue a rebuttal, 
I think probably I should read my report. 

Senator Busn. Go right ahead. 

Mr. Benr. My name is James E. Bent. I am president of the 
Hartford Federal Savings & Loan Association of Hartford, Conn. 
l am appearing here today representing the National Savings «& 
Loan League; and I submit to you the statement prepared by James 
J. O'Malley, chairman of the committee on Federal legislation of the 
National Savings & Loan League, which I ask to have placed ia the 
record at the conclusioa of my testimory. 

Senator Bus. Without objection it is so ordered. 

Mr. Bent. Mr. Edward O’Malley and I are representing a group 
of Connecticut savings and loan associations, both State-chartered 
and federally chartered, who convened in New Haven on Wednesday, 
February 10, 1954, for the purpose of discussing this bill. We were 
requested to appear at the committee hearing for this group to oppose 
the approval of 8. 975. 

In compliance with the request of the chairman of this subcom- 
mittee, | have tried to limit myself to new points not heretofore covered 
by witnesses opposing 5S. 975. 

First, | wish to state as a representative of this Connecticut group 
and the National Savings and Loan League that we are opposed to the 
approval of S. 975, basically because of the lack of necessity for hav- 
ing a law established to control the Home Loan Bank Board in con- 
nection with granting permission to authorize branch offices of Federal 
savings and loan associations. 

I do not believe that there has ever been an abuse of the authority 
granted to the Home Loan Bank Board, nor do I believe that there 
has ever been granted a single branch that has been injurious to any 
competing thrift institution and, more important, has not been in the 
public interest. To strengthen this statement, I would like to cite 
two specific instances which I am sure the commercial bankers will 
have brought to your attention. One is the granting by the Board 
of a branch office in the city of Springfield, Mass., to two separate 
Federal savings and loan associations, whese home offices were located 
within 50 miles of that city. 
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There has been a great deal of objection voiced to the granting of 
these branches by other banking interests. From my personal knowl- 
edge of the city of Springfield, I have observed since the establishment 
of these branch offices that the thrift program in the city of Springfield 
has improved substantially for all types of thrift institutions, regard- 
less of their type. I can further state that the availability of mortgage 
funds in the greater Springfield area has substantially improved since 
the granting “of these branch offices Obviously, the public interest 
has been served, which is demonstrated in part by the fact that one of 
these branch offices now has approximately $15 ‘Inillion in assets, the 
branch office of the second institution has approximately $6 million in 
assets. 

I believe at this point it is pertinent to mention that with the 
granting of these two branch offices, the Home Loan Bank also granted 
a group of civic-minded individuals a charter to establish a new Federal 

‘ savings and loan association. 
This new association is also thriving and, to the best of my knowl- 
edge, now has assets in excess of $5 million. There has not been a 
commercial bank with a thrift department, mutual savings bank, nor 
a cooperative bank in the area that honestly can state that their 
business has suffered or that the public has not been better served by 
the establishment of these new thrift institutions. 
Senator Busu. In other words, you feel that they have developed 
business that might otherwise not have been developed at all? 

Mr. Bent. Senator, I can state this, and I have figures to back it 

up, that since the establishment of these 2 branch offices and this 
new association, there has been an increase in the savings of the 

community of approximately $30 million. ‘That is greater than had 

existed in years prior to the establishment of these associations. 

Senator Busn. In other words, the existence of these institutions 

that you mentioned which had not been there accelerated the whole 
business of savings? 

Mr. Bent. Stimulated the whole community; yes, sir. 

The second case which I wish to cite will have to be presented to 
you from the record, as I have no personal knowledge of the situation, 
nor its development. The granting of this branch has also been 
brought to your attention because of the fact that it was granted across 
a State line. This branch office was established in Henderson, Ky. 

It is my understanding that the community in which this branch 
office was established was not being adequately served by any thrift 
and home financing institution. The one association located in this 
community made no loans to veterans, nor did it make FHA loans. 
To justify the establishment of this branch simply on the basis of 
public service, you will be interested to know that in the first 18 
months of its existence it took in $1% million in new savings. No 
other branch has been granted across a State line and the Board has 
stated that it is their policy not to do so. 

I have pointed out to you these two controversial situations in 
which branches were granted because I believe that they have been 
amplified as injurious actions far beyond the true value of the situa- 
tion. The law under which all Federal savings and loan associations 
can be chartered specifically limits the area that can be served by 
any association to 50 miles, regardless of the number of branches 
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which it may have. This radius is always established from the site 
of the main office of the association. 

Federal savings and logn associations are local thrift institutions 
organized by a group of local civic-minded individuals who feel there 
is a need for thrift and home financing associations. The name 
Federal does not mean that it would be more foreign or less local than 
the same group requesting a charter from the State in which they are 
located. 

By the adoption of S. 975, the Federal savings and loan associations 
would be held to the limitations governing State savings and loan asso- 
ciations. I feel this would be detrimental to the national interest 
because a confining law, such as this, would make it impossible for 
Federal savings and loan associations to implement or expedite the 
wishes of Congress in developing to the fullest possible extent a private 
enterprise home ownership program in many of the States. 

There is now pending before this committee a bill proposing a 
dynamic approach toward the establishment of a national housing 
policy. This committee wisely recognizes the importance of the 
American home in our democracy. It recognizes that housing is a 
mainstay of our economy. It is my firm conviction that no other 
type of financial institution is so well adapted as savings and loan 
associations—especially Federal associations—to implement national 
housing policy as established by Congress. If we cannot keep pace 
with the suburban movement, we cannot successfully perform our 
basic function of financing the American home. I do not believe 
Congress would want to limit the utility of any agency that might be 
of untold assistance to them. 

Furtherance of thrift and homeownership should take precedence 
over a clearly contrary State policy. This same philosophy can be 
more easily expressed when we consider the question of flood control. 
The great valleys of one State may desperately need protection from 
spring floods and the only means of creating such protection would 
be the construction of dams and the control of rivers in an adjoining 
State. It would be to the national interest to complete these projects 
in the State even were it contrary to that State’s wishes. 

I cannot understand why it is necessary at this time to advocate 
the passage of this bill when statistics show that there have been 
granted by the Home Loan Bank Board only 198 branches to the 
1,604 Federal savings and loan associations which have been chartered 
by the Board. This is approximately 12 branches per 100 associa- 
tions, compared to 40 per 100 commercial banks and 51 for mutual- 
savings banks. Since the inception of our business in the United 
States in 1831, the sole purpose of our industry has been to encourage 
thrift and homeownership through the granting of loans on homes. 
The commercial bank, with few exceptions did not accept savings on 
a long-term thrift basis, nor did they grant home loans until the year 
1913. This business was not deve loped i in volume until the 1930’s. 

Savings and loan associations need branch facilities to a greater 
extent than commercial banks. ‘This is true because of the nature of 
the business conducted. Many of our associations in metropolitan 
areas have found that the congestion of traffic has prohibited many 
people from using the facilities for thrift, and though it has been 
pointed out that this can be overcome through the use of the mails, 
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many people desire to save cash and are reluctant to entrust it to the 
postal system without its being registered. 

They find it as difficult to get to the post office as they do to the 
association’s headquarters. There have been literally thousands and 
thousands of requests to many of our associations to open up branch 
offices in neighborhood centers in order to open these facilities to 
the housewife who can then come to the association’s office during 
shopping periods or with children or during the evening hours on 
some special days. 

This is particularly true in the case of individuals who wish to 
withdraw funds from their accounts. In order to withdraw your 
funds from a commercial bank, it is necessary only to draw a check 
and give it or mail it to the party to be paid, whereas with thrift 
institutions, it is necessary to visit the association or bank or apply 
in writing through a complicated method not acceptable to most 
savers. 

It has been pointed out that it would be better to establish a new 
association to serve a community than to establish a branch. When 
this same statement has been applied to commercial banks, it has been 
rebutted by the statement that it is more difficult to establish a 
commercial bank than a savings and loan association. 

In all fairness, I would like to have this committee consider the 
truth of the matter. When a commercial bank is established as a 
new institution, profit-seeking individuals raise a certain amount of 
money to create capital and surplus; and usually, through these same 
individuals, enough business is developed to start the organization 
on a reasonably paying basis. This is not true of a savings and loan 
association. A savings and loan association, when started, must be 
created by a group of civic-minded individuals who can seek no 
benefit for themselves, and their future advantages can accrue usually 
only to one of their members, the individual se slected to be manager 
of that association. From personal experience, I can assure you that 
this is a long and difficult task, and usually one which is costly to the 
sponsors. The founder of a commercial bank is creating equities 
which are his to keep. The founder of a Federal savings and loan 
association creates merely his own job and he can be replaced at 
any time. 

At this point I would like to make some personal observations 
which may demonstrate to this committee that our system as it now 
exists functions well and is in the public interest. 

My association is located in downtown Hartford, Conn. I have 
been granted two branch offices. I believe that my association has 
as many branches as have been granted by the Home Loan Bank 
Board to any association. The first one was opened in November 
1949. The total assets of my association are now approximately 
$27.5 million; and though this branch office in the suburban com- 
munity of Elwood, Conn., handles about 28 percent of the assets of 
the association, in 1953 it accounted for 46 percent of the growth in 
the savings of our institution. On January 30, 1954, we opened our 
second branch and though that is less than 3 weeks ago, that branch 
now has in excess of 1,000 new savings members who have brought 
in new savings of approximately one-quarter of a million dollars. 

The request for the establishment of each of these branches was 
submitted ohly after the requests were cleared with the commissioner 
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of banks of the State of Connecticut, who in turn, I am sure, sought 
the opinion of our competing commercial and savings institutions. 

In Connecticut we are favored by having an extremely cooperative 
group of executives in the commercial banking field, the mutual 
savings bank group and the savings and loan associations, both 
Federal and State chartered. Though competition is keen, we find 
that we can cooperate successfully in the establishment of laws 
governing our business within the State. The State laws governing 
the establishment of branch offices for all types of financial institutions 
in the State are approximately the same. 

Resistance to branch offices for savings and loan associations rests 
on selfish vested interests; on a desire to obviate competition, in dis- 
regard of the public interest. Branch banking affords safety, service, 
and convenience. Locally, the traffic problem downtown is becoming 
intolerable, and service must be brought nearer the residential areas. 
Branch banking is coming at a terrific speed. One Hartford bank 
operates 14 offices, another 12 offices; 1 New Haven savings bank ad- 
vertises its 6 offices. The Bank of America in California has nearly 
600 branches in California alone. 

It’s about time American bankers in true American style were 
willing to compete, rather than try to stifle competition by prejudicial 
inhibitory legislation. Such conduct is contrary to the fundamental 
principles of American economic philosophy. 

Senator Bus. Mr. Bent, going back to page 1, you speak of the 
lack of necessity of having a law established to control the Home Loan 
Bank Board in connection with granting permission to establish 
branches. 

Don’t you believe it is possible for the Congress to set the policy 
in connection with such a matter? 

Mr. Benv. I certainly do, sir. My only reason for making that 
statement is that I would not want this committee or Congress to 
create a bill that might limit their own actions in the near future 
without good reason. 

I feel particularly that this is probably being considered because 
there has been brought to your attention the fact that there may 
have been some abuses. If there have not been and you bave con- 
fidence in the Home Loan Bank Board, you might feel that it is 
advisable to let them exercise their powers and their considerations 
of this matter for some time to come. 

If it is ever abused then I certainly agree with you that you should 
take action. 

Senator Busn. It seems to me that relations between the Federal 
Government and the States are of great importance and that, there- 
fore, the Congress should take cognizance of them. 

Any Federal agency that is going to authorize operations within 
the State should have the policy laid down by the Congress. That is 
why it is my thought that it is necessary to have the policy laid down 
confirming the policy of the Federal Home Loan Bank Board. 

The question of what the policy should be is another question 
which we will come to. But you think it is perfectly proper for 
Congress to lay down policy in connection with this matter? 

Mr. Bent. Yes, sir. 

Senator Busu. That is the experience in connection with the 
national banks, too. 
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The McFadden Act sought to do that. Congress passed an act 
which lays down the policy. 

You speak about the situation in your own State. You say it now 
functions well and is in the public interest. That is my observation. 

Do you visualize that the passage of S. 975 would interfere with 
the operation in Connecticut? 

Mr. Bent. I don’t, sir. I would like to make this observation, 
that being from Connecticut, as you know, I think you will agree with 
me that our operation there is very favorable. I wish that other 
States in the Union would approach their problems in the same way 
that the State of Connecticut has. We have not always had the 
situation as it exists today. I believe that it was approximately 6 
years ago in our biennium legislature that we had branch banking 
laws that were not fair or equitable to all institutions. 

It was at that time that we met with the other banking interests 
and the banking commissioner and the other saving and loan associa- 
tions and the various groups representing them to draw up legislation 
that would make branch banking equitable for all, and many other 
phases that affected our business such as pension agreements and so on. 

The thing worked out well on a State level. I suppose we could 
have come to Congress and asked them to create a bill that would 
limit the Federal sawings and loan associations to the prejudical 
conditions that affected the State savings and loan associations. No 
one, the commercial bankers or the savings bankers, thought that was 
proper. They thought we should all have equal treatment, and the 
State laws were changed. 

Senator Busn. But you do confirm my impression that 5. 975 
would not change the situation in Connecticut at all? 

Mr. Bent. No, it would not. 

Senator Busn. Your feeling is that the situation in Connecticut is 
so satisfactory that the proposed law might be changed so as to con- 
form more closely with the situation in Connecticut? 

Mr. Bent. Senator, I am convinced of this: I have traveled across 
the country many times and have visited with many people in this 
business. I feel certain that in many States we have laws that are 
very prejudicial to certain types of financial institutions as compared 
to others. It is not always savings and loans intitutions. It is 
savings and loans in many cases, but sometimes it is against mutual 
savings banks and in some States we cannot have them. And prob- 
ably sometimes those laws are prejudicial to commercial interests. 

Senator Busu. But you are satisfied that the policy that has been 
pursued in your State in recent years is fair to all of the organizations 
involved? 

Mr. Bent. I wish other States would copy it. 

Senator Busu. That is a thing for Congress to persuade them to do. 

Mr. Benv. I agree with you, sir. 

Senator Busu. I don’t think I have any other questions, Mr. Bent. 
I certainly appreciate your coming down here. Have you any 
further statement you would like to make? 

Mr. Benv. I don’t believe so, and thank you very much, sir, for 
listening to me. 

(The statement of Mr. O’Malley, referred to above, follows:) 
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STATEMENT oF James J. O’Matury, CHAIRMAN, FepERAL LEGISLATION 
ComMITTEEL, NATIONAL SAVINGS AND Loan LEAGUE 


My name is James J. O’Malley; I am president of the First Federal Savings and 
Loan Association, Wilkes-Barre, Pa. I am chairman of the committee on Federal 
legislation of the National Savings and Loan League and in that capacity I am 
making this statement. The National Savings and Loan League has more than 
700 member savings and loan associations throughout the country, of which 
approximately half are federally chartered and half are State chartered. The 
total assets of these savings and loan associations exceed $5 billion. 

We strongly urge that this committee should not report favorably on 8. 975. 

S. 975 would limit the authority of the Home Loan Bank Board to establish 
branches for Federal savings and loan associations to the pattern established by 
the State for State chartered savings and loan associations or mutual savings 
banks by the law of the State or in the absence of such law by the practice of the 
State. 

S. 975 would result in eliminating these thrift and home financing institutions 
from areas not adequately served under the guise of complying with a State’s 
outmoded aversion to branch banking. It is outmoded in the country generally 
because bank branches exceed one-third of their number. S. 975 flies in the 
fact of present day trends to provide service and commercial facilities in outlying 
newly created shopping areas. §S. 975 would, if enacted, deny the right of Federal 
savings and loan associations to service these areas in many States where need 
exists. Fostering thrift and home ownership has become a Federal Government 
program, with stress on it being accomplished through private enterprise. 

\ little over 20 years ago home ownership and building activity throughout 
the Nation were suffering from a paralvsis caused by the worst depression in our 
history. About the only lending institutions which were then making loans to 
finance homes were savings and loan associations. Congress, believing these 
associations to be especially well fitted for financing homes of the low- and middle- 
income groups, authorized the creation of Federal savings and loan associations. 
The Congress directed the Home Loan Bank Board to give ‘primary consideration 
to the best practices of local mutual thrift and home financing institutions in the 
United States’ in issuing charters for such associations. 

The purpose of the Federal Government in authorizing Federal savings and 
loan associations was to encourage thrift and home ownership. Today, there is 
even more need to encourage thrift and home ownership than there was when 
these associations were first authorized. 

S. 975 would, in effect, sav this governmental purpose should be carried out 
in only those States where branches were permitted to State chartered savings 
and loan associations and mutual savings banks. The need of the people for 
encouragement of thrift and home ownership will be as great in those States 
prohibiting branches as in those States which permit them; and the question is, 
Why should they arbitrarily be cut off in one State from any private enterprise 
tool that will encourage thrift and home ownership? The administration is seeking 
every means available to increase the opportunity for home ownership and is 
particularly appealing to private industry to do all it can, vet S. 975 would be 
designed to limit and curtail just such 2 purpose. 

These Federal associations involve no Government expense. They are main- 
tained without the use of the taxpayer’s money. They operate under the control 
and supervision of the Home Loan Bank Board, the expenses of which agency are 
paid in full by the supervised associations and not by the Government. Savings 
and loan associations have for years been doing one-third the urban home financing 
of this country, and is now running around 88 percent. The Federal Government 
might well have been called upon to finance many of these homes from tax reve- 
nues, had the Federal savings and loan associations not been able to gather the 
savings to do the job. At the present time savings and loan associations are 
financing more homes for American families than all classes of supervised banking 
institutions combined. Yet the bank resources of this country are many times 
larger than the resources of all savings and loan associations, State and Federal. 
Emphasis is being made every day to the effect that private enterprise should 
be permitted to carry on its own affairs and problems in a competitive atmosphere, 
with a minimum of regulation and restriction. 8. 975 would add restrictions and 
eliminate competition and be a step backward in our present enlightened era. 

No guestion of States rights is involved. The courts have determined, in the 
national banking cases, and later in cases affecting Federal savings and loan asso- 
ciations, that the Federal Government has the right to charter and regulate finan- 
cial institutions in the national interest. The States have similar complete powers 
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within their own jurisdictions. It is settled national policy that both the Federal 
Government and the States may create and maintain systems of financial institu- 
tions, and that they shall operate side by side in competition in the public interest. 
There is no legal, constitutional, moral, or ethical issue with respect to States rights 
involved in this bill. 

State associations and mutual savings banks have access to Federal insurance 
of accounts or deposits and membership in the Federal home loan bank system. 
The State legislatures may authorize branches for them at will. If they now oper- 
ate at any competitive disadvantage with Federal associations, the State legis- 
latures and their banking supervisors are in position to remove those disadvantages 
at any time. If a State wishes to penalize its mutual thrift institutions, to favor 
the commercial banks, that constitutes no reason why the Federal Government 
should do likewise. 

States rights has been defined as the right of a State to choose its own course of 
action on a matter within its own jurisdiction Of course, Federal savings and 
loan associations are not under State jurisdiction, that is clear. Proponents of 
8S. 975 argue that whether savings and loan associations should have branches in a 
State question and should be decided by the State. Entire reliance for this posi- 
tion is placed on branch banking being a public interest question. Court decisions 
have given some credence to this position as to branches of banks. But no court 
decision has intimated that a branch for a Federal savings and loan association is 
inherently against public policy and must be specifically authorized by statute. 
The decisions have been to the contrary. 

As stated before, Senate bill 975 depends for its salability upon branch banking 
being reprehensible per se and against public interest unless specifically author- 
ized by statute if the State so legislated. It is not the customers or the public 
that complain about branch banking but the competitors. But the evils, if any, 
of branch banking cannot be applied to Federal savings and loan associations as 


the proponents of Senate bill 975 would have it believed. Federal savings and 
loan associations, by statute and regulations, are limited to a lending area of 50 
miles, so they could never become a sprawling monopoly. These associations 


are mutual, owned entirely by their customers so that expansion means only 
greater service to their customers. Not increased profit to a few stockholders. 
Branches can be opened or closed at little expense and do not need to maintain 
the large number of services bank branches would have, thus in time of retrench- 
ment, they would not contribute to the downfall of the main office to the extent 
that bank branches might. Branches of Federal savings and loan associations 
under the statute are granted on the basis of need of the publie for service and 
not on the further basis of need of the corporation for expansion. One basic 
difference between banks and savings and loan associations is that an independent 
bank can and does go into very small communities, whereas it takes a community 
with a population of many thousands using that place as a trading center before 
an independent savings and loan association can be established which will succeed. 

Since independent banks can go into small communities not available to 
independent savings and loan associations, a restriction on branches of national 
banks does not have the serious effect on the national economy that a restriction 
on branches of Federal savings and loan associations would have. 

There is less hardship to the publie in the restriction on bank branches dealing 
primarily with industrial and commercial business than in the case of a restriction 


on savings and loan branches. The great rank and file of savings and loan 
members are working people. The average savings account is small. The 
majority of members who come to their offices are women. It is difficult for them 


to leave their homes in the residential suburbs to conduct these small transactions 
downtown. Such trips involve considerable time and expense, and no small 
degree of risk in fighting their way through city traffic and parking. If they 
cannot conveniently reach them, an association then must carry its services to the 
outlying shopping areas, just as the doctors, dentists, merchants, and other 
business concerns are doing. There is a natural temptation to spend, rather than 
save. Access to convenient facilities, with constant urging to use them, is an 
important factor in establishing the savings habit. 

A further restriction on service by Federal savings and loan associations not 
existing with banks is that banks have their substitutes. Stock-controlled 
affiliates are the full equivalent of branches. Multiple-office banking thrives in 
nearly all States, regardless of restrictions against branches in some of them. 
Savings and loan associations cannot create additional offices by stock control 
as the banks do. If they are to extend services to the public in multiple-office 
operation, it can only be done through branches. The commercial banks, through 
branch and group banking facilities, already have more than 10 times as many 
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subsidiary offices as the savings and loan system and the mutual savings banks 
together enjoy. Yet the need for multiple-office facilities of these two types of 
mutual savings institutions is even greater than that of the banks, for the reason 
that mutual thrift institutions serve primarily the working people, who find 
convenient access to savings institutions necessary. 

The question arises if the Home Loan Bank Board has adopted a policy whereby 
it will not approve branches where the State prohibits branches, what is the harm 
in having legislation to this effect. There is a substantial difference between the 
two. If the Board, which has the mandate from Congress to further thrift and 
home financing, determines that this is the best way to do so, then their action is 
proper. But if Congress blanketwise restricted thrift and home financing in 
certain areas without any regard for actual need, such action would be at variance 
with the policy of Congress and the administration to further home ownership 
through private enterprise. 

Since there is no publie interest objection to branches for Federal savings and 
loan associations, there is really no basis upon which Senate 975 can be reasonably 
supported. The need should be determined in each case, and Congress should 
not, by the adoption of Senate 975, determine that some areas of this country, 
regardless of need, are not entitled to the facilities of a savings and loan association. 

Also, if the Federal Government is to continue its policy of encouraging thrift 
and homeownership, Senate 975 should not be reported out because it would 
unnecessarily restrict Federal savings and loan associations from assisting the 
Government in obtaining the worthwhile objective which, according to President 
Eisenhower, is to “develop conditions under which every American family can 
obtain good housing.” 


Senator Busu. Is Mr. Becker here? 


STATEMENT OF EDWARD F. BECKER, FIRST VICE PRESIDENT, 
THE SAVINGS & LOAN LEAGUE OF CONNECTICUT 


Mr. Becker. A few moments ago I was handed a message sent from 
the bimonthly meeting of the Connecticut Savings & Loan League now 
in session in Hartford. They unanimously adopted a resolution in 
opposition to Senate bill 975. 

In fairness to Mr. Bent, I would like to indicate that our State 
league consists of 29 State-chartered associations and only 17 Federal- 
chartered associations. 

Senator Busu. Will you say that again? 

Mr. Becker. Our State savings and loan league consists of 29 
State-chartered associations and only 17 Federal-chartered associa- 
tions. 

Senator Busu. Is that because there are only 17 in the State? 

Mr. Becker. I think that represents 100 percent of them. 

Senator Busx. In both categories? 

Mr. Brecker. I believe that is correct. I am here as first vice 
president of the Savings & Loan League of Connecticut and I am pres- 
ident of the Elm City Savings & Loan Association, which is one of 
the smaller institutions operating in the center of the city. 

I have been asked to express the point of view of a group of State- 
chartered building and savings and loan associations in Connecticut. 

In the first place, I have been unable to find any evidence that my 
good friend, Bank Commissioner Lynwood K. Elmore of Connecticut, 
who was recently president of the National Association of State 
Savings, Building and Loan Supervisors, has discussed Senate bill 
975 with any of our Connecticut associations or with any officer of 
our State league. 

This bill proposes to govern the establishment of branches by 
Federal associations according to State laws, State regulations, and 
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State customs. It may be natural to assume that any bill aimed to 
stifle the growth of Federal savings and loan associations is inspired 
by—and for the benefit of—State-chartered building and savings and 
loan associations, because we are competitors for the same type cf 
business. 

You may be surprised to learn that we as State-chartered associa- 
tions vigorously oppose Senate bill 975. We oppose it because we 
believe it is a matter that should be left to the discretion, judgment, 
and policy of the Home Loan Bank Board for these reasons: 

1. The Federal home loan bank system is the supervisory and 
examining agency of the Federal Savings and Loan Insurance Cor- 
poration which insures accounts in both State and Federal-chartered 
associations. It, therefore, has the same identical interest in main- 
taining the soundness of our State associations as it has in the 
Federals. 

2. Our experience has shown clearly that the Home Loan Bank 
Board understands our business, is sensitive to our needs, and is 
helpful to us in many ways. 

3. We believe that clean-cut dual systems of State and Federal 
financial institutions are essential to safeguard against abusive tyranny 
in the same way that our two-party system of American politics gives 
us a choice, an alternative, a refuge that protects us from abusive 
monopoly and concentration of power in the hands of 1 party. 

Senate bill 975 takes an important function away from the Home 
Loan Bank Board and vests it in the State. This is a step in the 
destruction of our dual systems of State and Federal banking. 

Obviously Commissioner Elmore is not representing our views when 
he advocates this legislation. 

In Connecticut we have a seven-man advisory council on banking 
created by statute. The bank commissioner may confer with members 
of the council on all matters relating to the welfare and security of 
any institution under his supervision. This council now consists of 
1 savings banker, 4 commercial bankers, 1 attorney, and 1 manu- 
facturer. I can find no record of any representative of our savings 
and loan industry ever being appointed to this council. 

I am sure that Senator Bush and Commissioner Elmore would 
agree that in Connecticut we enjoy a pleasant and reasonably happy 
relationship among the various types of financial institutions. How- 
ever, it is true that the commercial bankers and savings bankers are 
just beginning to feel that most of us are friendly, fair-minded com- 
petitors for savings and mortgage business. 

True, we have not been consulted—nor have we objected to the 
very rapid addition of branches by commercial banks and savings 
banks in Connecticut. We do have confidence in the judgment of 
the respective State and Federal supervisory authorities who sanc- 
tioned these branches. 

Moreover, from our own experience we find that these branches 
have not hurt us—in fact they have helped to spark our own progress. 
The same is true of the Federal savings and loan branches that have 
been opened in Connecticut. Therefore, it is strange that our bank 
commissioner has assumed some leadership for this proposed 
legislation. 

However, it is not strange that commercial bankers and savings 
bankers from other States, who are bitterly determined to stop the 
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growth of the savings and loan industry, have sought such excellent 
leadership from a State where this bitterness and intense jealousy 
does not thrive. It is most natural for such proponents to expect 
that little or no pressure would be exerted one way or the other on 
Senator Bush or Commissioner Elmore from their home territory. 

We feel it is necessary to have the record show we have pointed out 
that Senate bill 975 is contrary to the interests of about a third of a 
million Connecticut people who mutually own, save in, and borrow 
from our State- and Federal-chartered associations. The scope of 
their interest may be measured by more than $333 million of assets 
they have entrusted to our management in the little State of Con- 
necticut. Most of these men and women are ordinary folks who 
have worked hard to accumulate these funds. 

It is our responsibility to steadfastly oppose those who have a 
desire to injure or destroy the savings and loan industry. In this 
the State-chartered and Federal associations have a strong common 
interest. 

Senator Busn. Mr. Becker, at the bottom of page 2, in the last 
paragraph, you say it is necessary to have the record show we have 
pointed out that Senate bill 975 is contrary to the interests of about 
a third of a million Connecticut people who own, save in, and borrow 
from your State- and Federal-chartered institutions. 

The gentleman who just left the stand before you said he didn’t 
think the bill would affect the interests of Connecticut one way or 
the other. 

Mr. Becker. I heard him say that, Senator. 

Senator Busn. But you differ from him, | take it. 

Mr. Becker. Yes, I do. 

Senator Busn. Would you point out how the interests of a third 
of a million people in Connecticut might be injure “1 by this bill? 

Mr. Becker. The third of a million people in Connecticut referred 
to are the people who own, save in, and borrow from our State- and 
Federal-chartered associations. The reasoning behind my statement 
and the reasoning by the group that asked me to represent them here 
is that we State-chartered associations have a refuge. When the 
State bears down on us, makes it difficult for us to operate, we have 
an alternative to turn to, and that is a Federal charter. By the same 
token, the Federal-chartered associations have the alternative of be- 
coming State-chartered associations if the rules and regulations and 
laws under which they operate become either intolerable or in their 
judgment impractical for continuance. 

In Connecticut there has been very little. We have a happy 
situation there in general. 

Senator Busx. How does this bill threaten it, that is what I want 
to know. You make a pretty strong statement about that and it is 
not clear to me how this bill threatens the interests of all these 
Connecticut people. 

Mr. Becker. There is continuous pressure by competitive interests 
in Connecticut. While I described that situation as rather happy and 
pleasant, it is far from satisfactory. The savings bankers and com- 
mercial bankers are evidently somewhat jealous “of our development. 
We find in the State legislature that very often as a group they resist 
and attempt to circumscribe the development of our business. In 
my Own association we grew 54 percent in assets in 1952. 
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Although the association has been in existence 25 years, we have 
only rec ently started to grow. That type of growth evidently is 
disturbing to some competition. 

Senator Busu. You make the statement in here somewhere that 
the situation in Connecticut has been very satisfactory. 

Mr. Becker. Not very satisfactory. I described the situation in 
Connecticut as being pleasant and reasonably happy. 

Senator Busu. That sounds pretty good to me in these troubled 
times. 

Mr. Becker. Maybe that is wishful thinking, Senator, but we have 
held out our hands to the other branches of the financial fraternity in 
an attempt to make it as pleasant and as happy as possible. 

Senator Busu. It still isn’t clear to me how the passage of this 
bill would affect the status quo in Connecticut of which you speak. 
You say it would bring serious injury, yet it doesn’t change the situa- 
tion. IfS. 975 were to pass the way it is, without amendment, it would 
not change the status quo in Connecticut one bit. 

Mr. Becker. It would be the first step, as I indicated, in the 
destruction of our dual systems of finance in this country. 

Senator Bus. I would have to have it pointed out to me where 
there was any step being taken. I suggest that it doesn’t even change 
the situation in Connecticut the way the bill is written. 

Mr. Brecker. Yesterday, I heard someone say that as long as Mr. 
McAllister and Mr. Divers were on the Home Loan Bank Board, we 
would need have no anxiety about these things. 

Perhaps I should say, to answer your question, that as long as the 
status quo exists in Connecticut we would have no anxiety. But if 
that dual system is destroyed we would have great anxiety. We 
would have no alternative and no refuge to turn to. 

Senator Busu. My point is that S. 975 doesn’t destroy the thing. 
It leaves it where it is. I would like you to show me where it destroys 
it or changes it. 

Mr. Becker. As I say at the bottom of page 1, Senate bill 975 takes 
an important function away from the Home Loan Bank Board and 
vests it in the State. This is a step in the destruction of our dual 
system of State and Federal banking. 

Senator Bus. May I observe this to you: In the first place, it 
doesn’t take an important function away from the Home Loan Bank 
Board and vest it in the State. It vests it in the Congress. The 
Congress is simply asserting its natural prerogative and meeting its 
responsibility of laying down the policy in this matter, just as it did 
in connection with the national banks. Even those who agree with 
you in opposition to 8. 975 will agree that it is the duty and the 
responsibility of Congress to lay down the policy. Do you agree 
that far? Or do you think the Congress should have nothing to do 
with it? 

Mr. Becker. Senator, I agree that Congress should lay down the 
policy, but I contend that S. 975 does not lay down the policy for 
Congress but gives the State the right to do that. 

Senator Busu. Mr. McAllister will be here tomorrow and I hope 
you will stay over and hear him if you can. It has been indicated 
to me by him and by his Board that it has been their policy right 
along to conform to the practices within the State and only to give 
branching privileges in accordance with policies which are acceptable 
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to the States, and that they have been restricting their branching 
authorities in line with what States really wanted. 

Do you observe that or not? 

Mr. Becker. Yes. However, when Congress enacts a law which 
says that hereafter the policy within the State shall control, I say that 
there is a sharp distinction. 

Senator Busn. You don’t believe in the States rights theory as 
applied to banking, then? 

Mr. Becker. Senator, to answer your question, I have heard dual 
systems, State and Federal systems in banking referred to here a num- 
ber of times and it seems to all men that means all things. To me it 
means one thing, and that is a State system of banking and a Federal 
system of banking operating under separate laws and separate regula- 
tions but always controlled by public interest and harmony that is 
necessary for the safety of those institutions. 

Senator Busn. Don’t you think it is more likely that each State 
is able to determine what its needs are in connection with banking 
facilities than it is for the Federal Government to determine what are 
the needs within each State? 

Mr. Becker. If I answered your question in the affirmative I 
would be saying that I do not believe in a dual system of State and 
Federal bs anking as I understand it. 

Senator Busu. It is a dual system, as you call it, namely the 
national banks and the State banks, but they have been conforming 
to that States rights theory for many years; is that not so? 

Mr. Becker. To answer your question, it appears to me that the 
McFadden Act—lI believe that is the one you refer to—was enacted 
about 20 years ago under the pressure of a group of State bankers the 
same as Congress is being asked today to enact a similar statute 
restricting the Federal savings and loan branching operations. I 
believe that was one of the first, if not the first, breach in this definition 
of the dual system—Federal and State banking systems. Probably 
that has led to much confusion as to what the dual system of State 
and Federal banking really means. 

Senator Busn. All I can make as the net of your position, Mr. 
Becker, is that you are opposed to Congress legislating on the subject 
at all, really. 

Do you want to just leave the whole thing now to the Home Loan 
Bank Board and let them establish the policy for branching as they 
think it best suits the interest of the Board? Should Congress stay 
out of it? 

Mr. Brecker. That is not correct, Senator, because as I said before, 
Congress is not enacting a branch policy when they pass this act, 
S. 975 

Senator Busu. Itself, within limitations. 

Mr. Brecker. Those limitations are very widely separated in their 
limits. 

Senator Busx. It would depend upon what they are in the State. 

Mr. Brecker. In fact, there are no limits in S. 975. 

Senator Busu. It is simply enunciating a policy that the State 
should decide what the branching privilege should be. 
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Mr. Becker. In answer to your question I say, then, that Congress 
is not establishing a policy when they enact S. 975. 

Senator Busn. That is just a difference of interpretation of the 
words. 

Mr. Becxsr. Congress is saying, ‘‘We leave it to the States.”’ 

Senator Busn. Within limitations, yes, and I call that enacting a 
policy but you don’t, so we will just disagree about that in very 
friendly fashion. 

You just prefer not to have the Congress act on this at all, I take it. 

Mr. Brucker. It seems that Congress has the very important func- 
tion of setting the policies of our Federal banking system. There can 
be no question about that. But in 8. 975 I contend that Congress is 
saying it will pass the buck to the States. 

Senator Busu. That is what we did in the McFadden Act, too, 
and it has worked out very well. Everybody is happy. 

Mr. Becker. And in both instances we have made steps to destroy 
our dual systems of State and Federal banking, as I understand it. 

Senator Busa. Do you think the operation of the MeFadden Act 
has really destroyed the effectiveness of the national banks vis-a-vis 
the State banks. 

Mr. Becker. Obviously they have thrived. However, most of our 
policies are based on principles in this country, and the principle of a 
Federal and State system is not just a theory. It is based on this 
matter that I indicated of an alternative, a choice, a refuge, that 
protects the financial institution from an undue concentration of 
power in the hands of one supervisory authority. That is the nub 
of it. 

Senator Busy. So what do you recommend that we do about the 
issue? 

Mr. Becker. I should speak for the group that asked me to come 
down here to speak for them rather than for myself 

Senator Busu. I assume you are representing this association all 
the way through. There is nothing personal in this. This is purely 
an official appearance, I take it. What do you recommend that we do? 

Mr. Becker. I recommend that 8S. 975 not be passed, with the 
thought that it is setting a policy on branch banking, because it means 
that there will be no branch banking in many States. 

Senator Busu. As long as the whole question of legislation is now 
before us, would you recommend any substitute for it or any different 
approach to the problem, or would you simply leave the Home Loan 
Bank Board in complete control of the situation to do as they please? 

Mr. Becker. The approach to the problem that I feel is important 
is the preservation of the principle of the dual systems. Congress 
should enact any legislation they feel is necessary to set the policies 
of the Home Loan Bank Board, but it is my contention that Senate 
bill 975 does not set any policy for the Home Loan Bank Board. 

Senator Busu. That is pretty hard to understand. 

Mr. Becker. It simply says that the policy shall be up to the 
States, when you boil it down. 

Senator Busu. Thank you very much, Mr. Becker. 

Is Mr. Sullivan here? 
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Mr. Suuiurvan. Mr. Chairman, if it suits the committee I would be 
willing to wait until tomorrow before I testify. 

Senator Busu. I think that would be very convenient for us, if 
you have no objection. 

In that case we will let you and Mr. Minners go over until tomorrow 
morning. 

I think we can finish up very easily tomorrow morning. 

Without objection, then, we will stand in recess until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 3:55 p. m., the committee recessed, to reconvene 
at 10 a. m. Thursday, February 18, 1954.) 
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THURSDAY, FEBRUARY 18, 1954 


Unirep Strares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON SECURITIES, INSURANCE, AND BANKING, 
Washington, dD. Gg. 

The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 10 a. m., Senator Prescott Bush (chairman) presiding. 

Present: Senators Bush and Frear. 

Senator Busu. The committee will please be in order. 


STATEMENT OF WALTER W. McALLISTER, 
CHAIRMAN, HOME LOAN BANK BOARD 


Senator Busn. Will you give your name to the reporter, please? 

Mr. McAuuister. Walter W. McAllister, Chairman of the Board 
of the Home Loan Bank. 

Senator Busu. Mr. McAllister, we were sorry you weren’t here for 
the first 2 days of hearings and we wanted to give you a chance to 
be heard so as to have in the record anything you think may be ap- 
propriate. Your statement was ably read and presented by your 
colleague, Mr. Divers, so we have the benefit of those views. I 
wondered whether there was anything supplementary you might like 
to say on the subject of this bill? 

Mr. McAtutster. Only returning late last night, I didn’t have too 
much of an opportunity to study the testimony of the other witnesses. 
I would like to point out, however, that from my point of view no 
telling arguments were presented in favor of the bill, and I feel that if 
any group would be injured by the proposed regulation, it certainly 
should be the State-chartered savings and loan associations. 

So far, none have presented any testimony in opposition to our 
regulation. It seems that most of the testimony that has been 
presented has come in a way of taking advantage of this opportunity 
to present other criticisms of savings and loan operations. 

For instance, giveaway programs, the tax status of savings and loan 
associations, liquidity of savings and loan associations, and perhaps 
some of the advertising practices. I don’t say but what there is some 
justification. There are certainly grounds for differences of opinion 
in regard to those matters. 

Senator Busu. Did you mention the giveaway program? 

Mr. McAuuister. Yes, sir. 

Senator Busu. That has been criticized here. 

Mr. McAtuister. Yes, sir. I might say it is a matter of concern 
to us. Just as the Congress takes a long time and has hearings and 
deliberates before the preparation of a statute, we have been studying 
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for the last 60 or 90 days a proposed regulation to restrict and curb 
that practice. 

Senator Busu. You have the authority to make such a regulation? 

Mr. McAuuister. Yes we believe we have the authority to make 
such a regulation as it affects Federal associations and also as it 
affects State-chartered insured associations. We are giving very 
careful study to it now. 

Senator Busu. Do you estimate that you will be likely to issue 
such a regulation before long? 

Mr. McAuuister. Yes, sir. 

Senator Busu. Do you think that will cure that situation? 

Mr. McAuustrer. Well, we hope it will. 

Senator Busu. Don’t they have to follow your regulations on a 
matter like that? 

Mr. McAu.ister. Yes, sir. 

Senator Busu. At the risk of losing their charter? 

Mr. McAuuister. That is right. 

Senator Busu. So it certainly ought to have an immediate and full 
effect; should it not? 

Mr. McAuuister. Yes, sir, if we are wise enough in preparing the 
regulation. 

Senator Busn. Well, I hope you will be. 

Mr. McAuuistrer. We will certainly try to be. 

Senator Busu. Will that regulation also include a comment on 
advertising methods and so forth? 

Mr. McAuuister. Yes, sir. It is the opinion of the Board that 
Associations advertising for funds outside of their lending areas 
should restrict those advertisements to merely a solicitation of funds 
and not the broad emphasis on rate advertising. We are opposed to 
rate advertising by an institution outside of its lending area 

I might say that the customary restriction is 50 miles from the 
home office. That is the lending area of the associations. 

Senator Busu. Are you considering including that kind of a limita- 
tion in your regulation? 

Mr. McAuuister. Yes, sir, we are. 

Senator Busy. I hope you will. There has been a good deal of 
criticism, with California advertising for accounts in New York, and 
so forth. I don’t know that those States are the right ones, but they 
have been crossing the continent with ads, I am told. I saw one. It 
seemed to me that is not quite according to the intent of the act. 

Mr. McAtutster. We don’t think that is good ethics and good 
practice. 

Senator Busu. I hope you will proceed with that. I would like to 
ask you this question, which I asked a good many of the witnesses. 
If S. 975 were changed so as to bring commercial banks with thrift 
accounts into parity with the savings and loans and the mutual savings 
banks, what would you think about that as being a practical solution 
to this problem? In other words, instead of requiring you to restrict 
branching privileges in accordance with the practice or the law in a 
given State affecting savings and loans or mutuals, it would enlarge 
those so as to include commercial banks which carry thrift accounts. 

Mr. McAuusrer. That would be a great benefit. It would make 
the bill very much more acceptable. I am inclined to believe that 
our attorney might work with the counsel for the committee and 
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thereby could prepare an amendment that would cover that, bearing 
this thought in mind: We do not want to upset, necessarily, banking 
prac tice and procedure, but in some 8 States they do engage in what 
is regarded as branch banking, although it comes under a different 
name. 

In our proposed regulation, we define a holding company as branch 
banking. There are three States in particular where operations of 
that kind are rather general. They are Florida, Minnesota, and while 
in Kansas it is not so general, if we didn’t take that consideration into 
account, savings and loan associations would not be able to have 
branches. I believe we can prepare an amendment that will take care 
of the difficulties pointed out; for instance, by the State of Massachu- 
setts and the State of New York, where they do not want us to take 
the holding company operation pattern to follow. We would be very 
agreeable to putting in a restriction so that where branch banking 
would be permitted, we would not follow the holding company pat- 
tern in that State. That, then, would enable associations to have 
branches in 43 or 44 States. 

Senator Busu. Would you like to submit some language? 

Mr. McAuuister. Yes, sir, | would be very happy to do so. 

Senator Busu. We would like that as soon as possible. 

Mr. McAuutster. We will be glad to get together with someone 
from vour staff. 

Senator Busu. Mr. Stevenson, whom you know, will be very glad 
to work with you on that. I would like very much to get that so we 
can expedite this matter. 

Mr. McAuutstrer. I might point out that the Federal Reserve, in its 
bulletin dated September 10, 1952, on page 7, starting under the 
discussion of groups and chains, very definitely points out that group 
and chain banking is the equivs alent of br anch banking, although it 
may not be exactly the equivalent from a legal standpoint. From a 
practical standpoint, it is the equivalent. 

Senator Busn. You figure that the banking practices whie h are 
known as chain banking in Florida are quite the same as branch 
banking, as we know it elsewhere? 

Mr. McAuuster. I certainly would say so. Here I have an 
advertisement of the Florida National Bank of Jacksonville, which 
has branches all over. Here is an economic leaflet under date of 
September 1953, volume XII, No. 10, put out by the College of 
Business Administration of the University of Florida. 

Multiple-office banking in Florida is carried on through group banking and 
chain banking. These two types of banking differ from branch banking. Under 
a branch system, a single banking corporation operates several offices, each with 
banking powers. In group banking, a corporation, trust, or association controls 
three or more separate banking corporations. In chain banking, an individual 
controls three or more separate banking corporations. Florida has 4 banking 
groups and 1 chain. For the purpose of this discussion, all will be discussed as 
groups, because there is so little difference in their character. 

Then it goes on to list the banks and states their operations are 
virtually the same as a branch. Here is an advertisement of the 
People’s National Bank of Miami Shores, Fla. It has their financial 
statement and at the same time it has the North Dade National 
Bank, both being owned by the same people and under the same 
control. 
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Here is a reproduction of an advertisement of affiliated banks in 
Fort Lauderdale, Fla. There are two banks with the same president. 
There are others. 

Senator Busu. Have you anything else you would like to say this 
morning? 

Mr. McA.uister. Nothing, unless you would care to question me 
further. 

Senator Busu. Thank you very much. That is all, Mr. McAllister. 

Mr. John P. Clair of Massachusetts. Mr. Clair, I want to thank 
you very much again for staying over and cooperating with the com- 
mittee in that way. How would you like to proceed this morning? 


STATEMENT OF JOHN P. CLAIR, COUNSEL, COMMISSIONER OF 
BANKS, MASSACHUSETTS 


Mr. Cuarr. First, I would like to say I think you are very patient, 
Senator. 

Senator Busu. Thank you. 

Mr. Crarr. My name is John P. Clair. I am the counsel for the 
Massachusetts Banking Department. I don’t have a prepared state- 
ment. The reason for that is the pressure of business in our depart- 
ment in Massachusetts, which has precluded my preparing one or the 
commissioner preparing one for me to present for him. I might add 
that in hearings conducted by your honorable committee in the past, 
when it was necessary, he appeared personally. He would certainly 
have been here this time to express his views concerning S. 975 if he 
could possibly have been. 

The legislature is in session up there and it makes continual calls 
on him, and it was impossible for him to be here. 

First, | would like to state that I don’t represent any banks or 
banking institutions or savings and loan associations. We think we 
should take the position that we ought to deal with situations of this 
kind at arm’s length. We feel that if we stand to one side and view 
the whole thing in a detached sense, we can best represent the public 
interest. I have stated before the Home Loan Bank Board that I 
feel they are in the same position that we are in, in that we are both 
supervisors and we both have the same interests, those interests being 
the ones that are best for the public, letting the chips fall where they 
may so far as the banks are concerned. 

In Massachusetts, we have either the second or third largest bank- 
ing system in the country. At the present time, I think it is the 
third largest. We have over 1,200 institutions under our supervision, 
containing in excess of $10 billion of the people’s money. 

We have, in the Commonwealth, savings banks. cooperative banks, 
State savings and loan associations, trust companies, all offering thrift 
and home-financing facilities to the public. During the many years 
that these systems ‘have been in operation, we have “evolved a branch 
system. Savings banks, cooperative banks, and State savings and 
loan associations, all offering thrift and home-financing facilities, are 
limited to 15 miles insofar as their branch operations are concerned, 
for the main banking house. Trust companies, on the other hand, 
may have branches within the county of the main office. 

Under the provisions of section 36 of the National Bank Act, the 
Congress has determined that national banks may be permitted to 
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have branches with the same rights and privileges given competing 
State-chartered institutions. Thus, in Massachusetts, a nabional bank 
is also restricted by your act to a branch within the county of the main 
office. 

While I am discussing national banks, I think that for the record we 
ought to clear up what at least seemed to me to be a misunderstanding 
yesterday when one of the witnesses from Connecticut was discussing 
the act of Congress known as the McFadden Act. I think probably 
you are aware of this, but when the national banks were first organized 
in 1864, there was no specific language in the National Banking Act 
giving national banks the right to have branches. 

Sometime about 1920, the first national bank in Missouri, in the 
city of St. Louis, opened a branch bank, and the State of Missouri 
brought an action which eventually was discussed in the Supreme 
Court of the United States. That Court held that where the language 
did not specifically give to the Comptroller of the Currency the power 
to give branches, branches could not be authorized. Thereafter, the 
McFadden Act was enacted amending the National Banking Act in 
order to give the Comptroller of the Currency the power to authorize 
branches to the institutions under its supervision, providing those 
branches were limited to the same restrictions and limitations imposed 
upon State-chartered competing commercial banks. 

All of the State authorities, so far as I know—and I have the word 
of the commissioner in Massachusetts for this—were in favor of the 
national banks having branches. Obviously, it would be most unfair 
to permit a State-chartered commercial competing institution to have 
branches within the confines of a State and preclude national banks 
from having those same branches. That strengthened, in the opinion 
of the people who are authorities on this subject, the dual banking 
system. 

As a result of it, national banks and State-chartered commercial 
banks have been living in harmony and peace with one another and 
getting along without any trouble whatsoever. In the same way, we 
feel that there is no reason why Federal savings and loan associations 
apd State-chartered thrift and home-financing institutions should not 
get along in the same way. 

We don’t quite understand why the State chartering authorities 
from one end of this country to the other, and the Comptroller of the 
Currency supervising national banks should all be restricted by 
legislative enactment in this matter of branches and, at the same time, 
the Home Loan Bank Board, the chartering authority for Federal 
savings and loan associations, should be permitted to establish 
branches by way of regulation. Certainly, if the thinking expressed by 
the Court in the Missouri case would be ‘applied, t the act here is not 
specific. It doesn’t say anything about branches. 

In Massachusetts, we have ‘absolutely no objection to Federal 
savings and loan associations having branches. The commissioner 
has time and time again expressed that thought. The only objection 
that we have to it is that we don’t believe that Federal savings and 
loaa associations should be permitted branches in violation of the 
State law which is applicable to the imstitutions that they are com- 
peting with. We do have in Massachusetts two glaring examples of 
the action of the Home Loan Bank Board in granting branches to its 
supervised institutions in violation of the State law. 
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In 1950, the Home Loan Bank Board gave branches to the 
Worcester Federal Savings & Loan Association in the city of Worces- 
ter, and the Union Federal Savings & Loan Association in the city of 
Pittsfield, both to have branches in the city of Springfield, Springfield 
being approximately 40 miles from Worcester on the one hand, and 
Pittsfield on the other. 

Senator Bus. That would not have been permitted to a State 
institution because of the brar-ching laws, is that correct? 

Mr. Crate. That is correct. 

Senator Busn. What is the limitation there? 

Mr. Cuarr. Fifteen miles from the main banking house of the 
institution. 

Senator Busx. Under the proposed regulations which the Home 
Loan Bank Board had hearings on, on February 1, they would not 
be permitted to do that again, would they? 

Mr. Cram. I understand from Mr. MedAllister’s testimony just 
a moment ago that the Home Loan Bank Board members are consider- 
ing deleting from their suggested regulations the reference to—he 
didn’t say they were considering deleting chain and affiliated banking 
organizations, which we call holding companies, but I understand 
that they will not apply that thinking to Massachusetts. 

We do have a system in Massachusetts where we have two holding 
companies which are operated by men of particularly high repute 
and character, and if the Home Loan Bank Board were to promulgate 
such a regulation, we would have to, in Massachusetts, eliminate 
these two institutions, which have been formed, by the way, under 
general corporate law and not under banking laws at all. 

There is nothing under the general corporate law that would prevent 
me, as an individual, from owning 3 or 4 banks, if I wanted to do 
it. If 1 formed a corporation, on the other hand, and did that, 
then under the proposed regulation that has been suggested by the 
Home Loan Bank Board, if I ran across county lines or owned a bank 
50 miles from my main office, then they could give such a branch to 
a Federal savings and loan association. 

We, of course, object to that so far as Massachusetts is concerned. 
If the group affiliated or chain financial institutions were eliminated 
from their proposed regulation we probably would not have any 
great objection. They could then grant branches to the Federal 
savings and loan associations within the county of the main office or 
within 15 miles of the main office, and if they did that, I think we 
would have to amend the Massachusetts banking law to permit our 
thrift institutions to have the same privileges. 

We have confidence in the present members of the Board. The 
Board that granted the two branches in Springfield in violation of 
the State law did not have the confidence of the supervisor, generally. 
We don’t feel that way about the present Board. 

We feel that we can work together in peace and harmony and that 
there is no reason in the world why Federal savings and loan associ- 
ations and State-chartered thrift and home-financing facilities should 
not get along without any difficulty whatsoever. 

We do think that because this is the only agency in the sphere of 
banking that seems to have the power to authorize branches without 
limitation, that the Congress ought to give them specific instructions 
on the subject. 
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I heard some discussion here yesterday by some of the proponents 
of this legislation with reference to the States rights doctrine. I was 
reminded of a Supreme Court case some years ago which seemed to 
a up the doctrine of States rights as applicable to banks generally. 

| realize that the doctrine of States rights is considered to be old- 
fashioned, but I like to consider myself one of those old-fashioned 
people. Even though I am not too old in years, I subscribe to the 
doctrine fully. 

The Supreme Court of the United States, in National Bank v. 
Commonwealth (Ex. Rel. 363, at p. 52) said: 

Agencies of the Federal Government are only exempted from State legislation 
so far as that legislation may interfere with or impair their efficiency in performing 
the functions by which they are designed to serve that Government. Any other 
rule would convert a principle, founded alone on the necessity of securing to the 


Government of the United States the means of exercising its legitimate powers into 
an unauthorized and unjustifiable invasion of the rights of the State. Some of the 


banks—they are subject to the laws of the State and are governed in their daily 
course of business far more by the laws of the State than of the Nation. 

The thinking expressed by the court in that ease, insofar as it 
applies to the doctrine of States rights, is apparently one of the 
cornerstones of the present administration. I noticed in the news- 
paper last night that the President is supposed to have stated during 
his recent campaign—and I am quoting: 

The Federal Government did not create the States of this Republic. The 
States created the Federal Government. The creation should not supersede 
the creator. 

The States historically have been the authorities in the field of 
branch banking. When the National Banking Act was enacted 
1863, the Congress did not determine at that time that national banks 
should, per se, be permitted to have branches. The branch system 
has been created in the States, depending upon the need of each of 
the States individually. Therefore, we feel that that system should 
not be changed, that the doctrine of States rights certainly is appli- 
cable or should be applicable in this particular field because of the 
sensitive nature of the banking business. 

We feel—and I will speak for my own State—that in Massachusetts 
we have a reasonably clear understanding of the needs of the State, 
its economic climate from time to time, and the demands of the public 
generally for banking services. We feel that the State law, if it is not 
unfair to Federal institutions—and, of course, it can’t be—ought to 
apply to Federal institutions, and the Supreme Court has also stated 
that in, I believe, the Missouri case. 

So we feel that Federal savings and loan associations should defi- 
nitely be permitted to have branches, but we feel that the branches 
should be confined to the same limitations imposed on competing 
thrift and home-financing institutions. 

In Massachusetts, those institutions are mutual savings banks, 
cooperative banks, and State savings and loan associations. I might 
add, Senator, that in Massachusetts we have over 350 institutions 
offering thrift and home-financing facilities to the public, exclusive of 
credit unions, of which we have 463, and exclusive of trust companies, 
of which we have 58, 53 of which have savings departments and are 
offering thrift and home-financing facilities to the public. 

Actually, in Massachusetts, we have 885 institutions under our 
supervision offering facilities to the public. 
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Senator Busu. Those trust companies have regulated branching 
privileges, I presume, within the 15-mile radius? 

Mr. Cuiarr. Within the county of the main office. In some cases 
that is less than 15 miles, and in other cases it may be more. 

Senator Busu. But it is a county limitation, not specifically 
mileage limitation? 

Mr. Crater. That is correct. 

Senator Busu. A bank over in Springfield or Worcester could not 
have a branch outside that county? 

Mr. Cratr. No, it could not. 

Senator Busu. Even though it might be less than 15 miles away? 

Mr. Crater. No, it could not. It has to be within the county. 

Senator Busu. Has there ever been any need to reconsider that 
limitation due to the county line being pretty close to the suburb, and 
so forth? 

Mr. Cuatr. No, Senator, no suggestion has ever been made that the 
county limitation be changed. 

Senator Busu. How would you feel about S. 975 if it were changed 
as I suggested yesterday several times, so as to include in the act, 
also, commercial banks taking thrift accounts along with mutual 
savings banks and savings and loan associations? 

In other words, to put them on a parity with the savings and loan 
associations and the mutual savings banks? 

Mr. Cuarr. So far as Massachusetts is concerned, it would not be 
particularly distressing. We would have to change our thrift and 
home-financing laws, that is, the laws applicable to savings banks, 
cooperative banks and State savings and loan associations, but it 
would not particularly affect us because the State is not a large State. 
Fifteen miles or county limits would not materially alter our situation. 
We would have no particular objection to that, I am sure. 

Other States, of course, would have quite a different situation. 

Senator Busu. As to the National Association of Supervisors of 
State Banks, what is your connection? Are you counsel for them? 

Mr. Cuiarr. I should have made that clear. I noticed on the agenda 
that we were listed as representing that association. I would like to 
speak here only as a supervisor, and representing the commissioner of 
banks in Massachusetts and the Massachusetts Banking Department. 

Senator Busx. I don’t think I have any questions and thank you 
very much, Mr. Clair. It was a very able statement. 

I have a statement from Mr. R. A. Benson, which will go into the 
record. 

(The statement referred to follows:) 


STaTEMENT OF R. A. BENSON ON BEHALF OF THE NATIONAL ASSOCIATION OF 
Stare Savines AND LOAN SUPERVISORS 


My name is R. A. Benson. I am building and loan supervisor for the State of 
Texas and past president of the National Association for State Savings and Loan 
Supervisors. 

The following testimony is in support of 8. 975. 

Bill S. 975 is a counterpart of S. 2564 which was introduced in the 
82d Congress at the joint pegnent of the National Association of State Savings 
and Loan Supervisors and the National Association of Supervisors of State Banks, 
and it was favorably reported by the Senate Banking and Currency Committee 
but did not reach a vote in the Senate. It amends subsection (e), of section 5 
of the Home Owners’ Loan Act of 1933 by specifically setting forth the power of 
the Home Loan Bank Board to authorize branches of Federal savings and loan 
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associations and restricts such powers to the law or practice governing branches 
of State chartered savings and loan associations or mutual savings banks, both of 
which being mutual in nature and similar in purpose. 

In the Home Owners’ Loan Act of 1933 authorizing the development of the 
Federal Home Loan Bank System and Federal savings and loan associations, 
the question of branches was not directly treated, nor does it contain a provision 
authorizing the Home Loan Bank Board to permit a Federal savings and loan 
association to maintain and operate branch offices. That prerogative has been 
taken by the Board under the Board’s regulatory powers given them under the 
act. 

Congress has, however, defined branch powers in case ofnational banks and the 
right of the individual States, under their respective laws, to determine the con- 
ditions under which there shall be branch operations. This position accepts the 
basic principle of States’ rights, therefore, national banks and State banks enjoy 
equal branch privileges, the results being, in this respect, harmony in their 
operations. 

Our association has long been on record in seeking legislation to conform the 
powers of the Home Loan Bank Board in the granting of branch privileges to 
Federal savings and loan associations to the law or practice in the various States 
governing like type institutions under State charter. Through its officers and 
committees has tried to enlist the support of the Home Loan Bank Board in 
observing this essential feature of our dual banking system. During this period 
the Board has not accepted this principle but, rather, has applied its own standards 
without feeling obliged to follow the particular State’s pattern in each case 

There has been recently, however, an effort of modification of policy by the 
Home Loan Bank Board as evidenced by a proposed amendment to section 145.14 
of the Rules and Regulations for Federal Savings and Loan System dealing with 
Federal savings and loan branches, on which a hearing was held on February 1, 
1954. 

This recognition of the rights of the States to determine the general conditions 
under which branches of Federal savings and loan associations may, or whether 
they may, be established, is a step in the right direction; however, the determina- 
tion of such an important issue, affecting, as it does, the rights of the individual 
States, should be made by the Congress of the United States and not by a regu- 
latory board. 


Senator Busa. Mr. Minners, Will you come up, sir. 


STATEMENT OF C. HARRY MINNERS, SAVINGS ASSOCIATION 
LEAGUE OF NEW YORK STATE 


Mr. Minners. Senator, to save some time, I will read only portions 
of the statement. 

Senator Busn. We will put the whole thing in the record and you 
proceed to deal with it in any manner you see fit. 

Mr. Minners. My name is C. Harry Minners. I am president of 
the Bankers Federal Savings and Loan Association in New York City, 
and my address is 24 John Street, New York, N. Y. 

I am appearing here at the direction of the Savings Association 
League of New York State. Of the 236 savings and loan associations 
in the State of New York on December 31, 1953, 199 are members of 
our league. These members serve more than 1,600,000 citizens of the 
State. 

We have carefully considered the branch question over a period of 
years and have adopted a statement of policy which has been approved 
by a substantial majority of our members, embracing both State- 
chartered and federally chartered associations. That policy we 
advocate as a basis for legislation at both the State and the Federal 
levels. 

Since S. 975 would not conform to our view of a proper legislative 
approach to the branch question for savings and loan associations, we 
register our opposition to it. 
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The views of the Savings Association League of New York State on 
the question of branch statutes or regulations is expressed in the 
following resolution: 

As a “league of savings and loan associations dedicated to the 
promotion of thrift and home ow nership in the State of New York, 
we decry the pressures by various banking groups for preferential 
treatment under existing law. 

We firmly believe that any community or trading area large enough 
to support one or more economically justifiable ‘commercial banks, 
savings banks, and/or savings and loan associations, or a branch of any 
of these, should have such service, and we favor enabling legislation 
making it possible for such communities to be served by any such 
institution, or by a branch of any such institution, in a position to 
provide adequate thrift and home-financing service, under such non- 
discriminatory regulations as the pertinent supervisory authority may 
promulgate. 

We submit that the character of our economy has materially 
changed since the present limitations for the establishment of banking 
institutions and branches thereof were enacted. The auto age, with 
its spread of population to the periphery of older communities and 
trading areas, has led to the establishment of suburban shopping 
centers, but as yet no provision has been made for broad decentralized 
banking service catering similarly to the convenience of those who 
make such shopping centers profitable. 

We submit, also, that branch limitations can more logically be 
defended if based on size and relative strength of the institution, 
quality of management, the convenience of those to be served, 
prospects of successful operations, and the extent of community serv- 
ice, than by population of the community in which its head office is 
domiciled. 

Futhermore, it can be emphasized that limitation of the number of 
branches on a population basis operates to prevent the extension of 
service to the full degree permitted by law. Large institutions in 
smaller communities are prima facie evidence of ability at some time 
to serve more successfully than the average. Yet, lack of authoriza- 
tion under present law to have any branch may deny the benefit of 
their management and service to other nearby communities. 

Similarly, authorization to establish only one branch denies in 
effect the benefit of such a branch whenever the management of an 
institution entitled thereto is unwilling to use up its privilege in a 
location which would otherwise be attractive if it did not eliminate the 
opportunity for another office in a more desirable location thereafter. 

We subscribe to the traditional American philosophy that free 
competition leads to economic progress in every sphere where it 
operates fairly. In the field of thrift promotion and home financing, 
we recognize that establishment of commercial banking service may, 
in some circumstance es, properly precede the need for savings and loan 
associations and/or savings banks. 

Nevertheless, it must also be recognized that the existence of one 
type of banking institution in a community or trading area of suf- 
ficient size to warrant additional banking service should not operate 
to maintain a vested interest or to deny the area the advantages of 
such additional banking service under proper regulations in the 
public interest. 
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Existing statutes and practices relating to the establishment of 
commercial banks, savings banks, and savings and loan associations, 
and branches thereof in this State, show a wide divergence at the 
present time. We recognize the differences in requirements necessary 
for establishment of new banks, savings banks, and savings and loan 
associations, but we contend that, in the public interest, there should 
be parity insofar as the establishment of branches is concerned, with 
recognition of the fact that they may be economically justifiable in 
communities and trading areas smaller than would be necessary for 
the establishment of new independent banking institutions for the 
promotion of thrift and home financing. 

Specifically, we advocate and will support legislation authorizing 
savings and loan associations and savings banks the same rights to 
extend their services through branch offices as are presently accorded 
other banking institutions—whether State or federally chartered 
providing in this State thrift or home financing. 

Our reasons for opposing the legislation embodied in S. 975 are as 
—s 

) We believe the bill is not in the public interest. The public 
Pe ms side convenience when dealing with financial institutions and is 
receiving it from commercial banks. To deny the same facilities to 
customers of mutual-savings institutions is, in our opinion, not good 
public policy. 

(2) The present legal procedures of the Home Loan Bank Board 
are fair and equitable as to the establishment of branches by Federal 
associations. Statistics cited by the United States Savings & Loan 
League before your committee conclusively prove that the Board has 
proceeded cautiously and conservatively in granting permission to 
establish a branch. 

(3) S. 975 would give commercial banks in New York State an un- 
fair advantage over our long-established mutual savings associations 
to develop their facilities for home financing and thrift. In essence, 
the bill would confirm the existing legislation in New York which 
limits branches for State-chartered savings and loan associations to 1 
branch within 50 miles of its office, provided the association is in a city 
or village of 20,000 or more population. If in a smaller community, 
the savings association is denied any branch. 

On the other hand, a commercial bank in a city of 30,000 o1 more 
population may have an unlimited number of branches in that city 
and may have additional branches in any city or village in its banking 
district in which there is no principal office of another bank or trust 
company. 

As to savings banks—and New York State has the largest portion 
of savings-bank assets among the 17 States in which they operate— 
the law provides that a savings bank in a city of 30,000 to 250,000 may 
bave one branch in that city; if the population is 250,000 up to 1 
million, it may have 3 branches, but confined to the same county. 

Senator Busn. On that New York situation, you say the existing 
legislation limits branches for State-chartered savings and loan asso- 
ciations to 1 branch within 50 miles of its office. Isn’t that also true 
of commercial banks in New York State? 

Mr. Minners. No, sir. A commercial bank in a city of 30,000 is 
permitted to have an unlimited number of branches in that city, and 
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additional branches in any city or village in its banking district in 
which there is no principal office of another bank or trust company. 

Senator Busu. So there is no mileage limitation on the commercial 
bank? 

Mr. Miyners. That is right. It is a population limitation. 

Senator Busu. Except as it may be imposed by the banking district? 

Mr. Minners. Yes. 

Senator Busu. Those are pretty large districts? 

Mr. Minners. Yes; I believe there are nine in the whole State. 

Senator Busu. All right, go ahead. 

Mr. Minners. On this latter point, we would like to draw your 
attention to the fact that 5. 975 would restrict Federal savings and 
loan associations in the establishment of branches to the extremely 
narrow pattern now imposed on New York State-chartered savings 
and loan associations. 

Our New York savings associations view with alarm and appre- 
hension the legislation proposed i in S. 975, knowing full well it would 
prevent savings associations from giving the people of New York the 
facilities they need for savings and home financi ing. Our apprehension 
stems from the experience both savings banks and savings and loan 
associations have had with legislation proposed in New York State 
to enlarge branch powers for both types of savings institutions. 

In 1951, the legislature passed a bill which would have enlarged 
branch powers for State-chartered savings and loan associations. 
The Governor vetoed the bill, and in a memorandum said he based 
his veto on the recommendation of the superintendent of banks. 
The State bankers association strenuously voiced its opposition to 
the bill. 

In 1953, Superintendent William A. Lyon introduced a branch bill 
prepared by his department. Outlining the bill before the New York 
State Bankers Association at a meeting in New York City on January 
19, 1953, he said: 

Any impartial study could not fail to find that the public interest was advanced 
by the availability of savings bank facilities. The only question that should 
really give us concern is whether a wider and more convenient distribution of 
savings-bank facilities is incompatible with the soundness, the good financial health 
and the usefulness of our commercial banking system. This question is one that 
deserves the most careful and objective study. The banking department has given 
it the most painstaking consideration. 

After all this weighing of evidence, I can only conclude that the fears expressed 
by commercial bankers over the introduction of savings-bank branches into 
certain of the larger areas not now served are simply not justified. 

We all know commercial banks of all sizes that are not interested in thrift 
deposits. But those commercial banks that wish to have a strong and growing 
thrift department can compete successfully with savings banks and they don’t 
need to try to match rates, either, to hold their places in the parade. It has been 
abundantly demonstrated in New York State over a good many years that com- 
mercial banks and savings banks can exist together, side by side, without either 
injuring the earning power and soundness of the other and with the publie bene- 
fiting greatly from the existence of both types. 


Not only was the legislation killed, but the sincere attempt of Mr. 
Lyon and his department to settle amicably a long-disputed conten- 
tion regarding branches for savings institutions was scuttled. The 
commercial bankers took credit for killing this legislation and they 
dit it even though it caused bad feelings and caustic comments from 
among the banking fraternity in New York and undoubtedly lost 
them many friends among their own people. 
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[t seems obvious to us, Mr. Chairman, that the strong self-interests 
which prevent even a reasonable solution to the branch problem in 
New York State are arguing equally hard to persuade the Congress 
to curtail the development of Federal associations on a national level. 

Finally, I would like to say that the statement made by a previous 
witness that 39 branches granted to Federal savings and loan associa- 
tions would have been denied if S. 975 had been in force, failed to give 
consideration to the fact that no testimony has been offered that the 
citizens of those 39 communities have suffered any injury. May I 
respectfully ask: Who speaks for the customers who are using these 
facilities? 

In conclusion, savings and loan associations, both State-chartered 
and Federal, recognize their responsibility as the principal, and most 
dependable, source of mortgage credit. 

Regarding the 39 branches, testimony was offered by the Inde- 
pendent New York Bankers Association in which they gave the de- 
tails of the 39 so-called out-of-season branches. I noticed in that 
tabulation that 12 of those were in the State of Florida. 

In Florida, as we all know, we have no branch system, but we have 
definitely a chain-banking system. I wanted to point that out. 

Since the average home loan amounts to about $6,500, and the 
average savings account to $1,100, it can be seen that it takes 6 
savings accounts to provide the funds for an average mortgage. 

To meet the responsibility of providing funds for home financing— 
a vital necessity in our American economy—we carry on a constant 
program to attract more savers and a greater savings volume. 

It is a source of pride to us that each year a greater number of 
American citizens own their own homes and that we play a major 
part in fostering homeownership. This is private enterprise working 
at its best. 

Senator Frear. This is a Federal savings and loan association of 
which you are president; is that right? You are chartered under the 
Home Loan Bank Board? 

Mr. Minners. We were originally chartered with a State charter 
and converted in 1937 to a Federal charter. 

Senator Frear. Does your institution loan money for other than 
real estate? 

Mr. Minners. Our only loans, Senator, are made on homes. We 
have a very strict policy in our institution which confines 99.9 percent 
of our loans on homes. 

Senator Frear. Do you ask a borrower for what purpose he wants 
to borrow money? 

Mr. Minners. Yes, we do. 

Senator Frear. If it is for something other than the purchase of 
a home or investment in real-estate improvement, do you grant him 
a loan? 

Mr. Mryn_ers. It would be a very rare instance. 

Senator Frear. If he used as collateral a home on which he may 
have fully paid, which you might value at $10,000, and he wanted to 
borrow $2,000 to buy an automobile and he gave you as the collateral 
a mortgage on his unencumbered $10,000 home, would you be likely 
to lend it to him? 

Mr. Mrxners. Not likely, no. 
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Senator Frear. Is that the general practice, to your knowledge, of 
Federal savings and loan associations generally over the country? 
Maybe that is not a fair question, and I don’t want to press you. 

Mr. Minners. I would have to plead ignorance, Senator. I am 
not familiar with local practices. In my own State, yes, but I cannot 
comment over the country. 

Senator Frear. Then your lending is generally on real estate or 
improvements to real estate? 

Mr. Mryners. As a security for our loan, yes, sir. 

Senator Frear. Your lending, then, is in a particular class. In 
other words, you are not like a commercial bank where they can 
come in and borrow for anything if they have the collateral? You 
specifically go down the line on real estate? 

Mr. Minners. Home financing, I think, describes it. 

Senator Frear. I think that is a very good description of it. And 
you adhere to that? 

Mr. Minners. Yes, we do. 

Senator Frear. Then, perhaps, the next question may not be too 
important to you because you have already given the description of 
your institution as compared to a commercial institution. I would 
like to have your thought on the matter, anyhow. It is in the tax 
field. The Federal savings and loan associations, as well as building 
and loan and other mutual organizations, have to some extent a tax 
benefit as far as the Federal Government is concerned; do they not? 

Mr. Minners. I don’t think that I would recognize it as such. 

Senator Frear. Are vou subject to the corporate tax structure of 
the Bureau of Internal Revenue? 

Mr. Minners. Yes, sir. 

Senator Frear. Do you pay corporate taxes on your profits? 

Mr. Mrnners. Being under the Revenue Act of 1951, our associa- 
tions would be subject to the provisions of that act. 

Senator Frear. To the same extent a commercial bank would? 

Mr. Minners. I don’t know enough about that to make a comment 
on it. You see, we are different organizations, Senator, one being a 
mutual institution and the other a profit-making organization with 
its stockholders and division of its profits among such stockholders. 
Our organization differs tremendously. I doubt whether there is 
any comparison. 

Senator Frear. I must agree with you, because I don’t think there 
is any comparison as to the amount of taxes that a mutual organi- 
zation pays as against the commercial banks. I don’t think you are 
subject to the same type of taxation by the Federal Government as 
is a commercial bank. 

I do not think it wise to further question you on this and I am 
sorry to have gotten into the tax field. 

I would like to get a statement from someone who may have a 
knowledge of the overall situation, without implying anything regard- 
ing your ability, Mr. Minners. I do thank you for your response. 

Mr. Mrinners. Thank you. 

Senator Busu. Does your charter permit you to make loans other 
than for home-building purposes? 

Mr. Minners. Yes, it does, Senator, within very strict limitations. 

Senator Busu. What are they? 
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Mr. Minners. Primarily we have what we call the 15-percent 
clause, in which loans which exceed $20,000 in amount or are other 
than home properties—and home properties are defined as properties 
of 1 to 4 family or combination business and family—if made would 
go into a restriction limiting them to 15 percent of the total amount 
invested in mortgage loans of anv character. 

Senator Busn. Does your charter prohibit you from making 
industrial loans or loans unsecured? 

Mr. Mriyners. Yes, sir. 

Senator Busu. You are prohibited? 

Mr. Minners. Except in one instance. We can make what is 
known as a modernization loan on an unsecured business. That has 
a limitation of $1,500. 

Senator Busu. But again, that is directly in the field of home loans? 

Mr. Minners. Yes. All of our loans in our institution are confined 
to home mortgages or home modernization or home building. 

Senator Busu. Is that a matter of policy on your part or is that 
required by your charter, that you be restricted to the home field? 

Mr. Mixnners. We have always considered it to be a charter 
regulation, Senator. I would like to read it more carefully to be 
assured of that. 

Senator Busu. I understand it is definitely in the United States 
Code. I wanted to make sure you had no lending freedom except 
within the field of homes and home building and home repairs and 
so on. 

I have no other questions. Have you, Senator? 

Senator Frear. No, I have no further questions. 

Senator Busa. Thank you very much. 

Mr. Sullivan we will hear you now. 


STATEMENT OF T. GREGORY SULLIVAN, COUNSEL, MASSACHU- 
SETTS COOPERATIVE BANK LEAGUE 


Mr. Sutuivan. Mr. Chairman, I represent the Massachusetts Co- 
operative Bank League. I do not have a prepared statement and I 
would like to informally discuss what I think might help the com- 
mittee and answer any questions that may be of help to the com- 
mittee. 

Senator Busu. Go right ahead. 

Mr. Suuuivan. Our league was founded in 1888. It represents the 
industry in Massachusetts which we call the cooperative bank in- 
dustry. The cooperative bank industry in Massachusetts is what is 

‘alled in other places the savings and loan industry or the building 
and loan industry and it is known by many other names, but it is 
all the same thing. We have in Massachusetts now 174 cooperative 
banks. ‘Those banks have assets of $750 million, approximately. 

We have 500,000 shareholders, approximately, 81 percent of all our 
assets or resources is invested in 143,000 home mortgages in Massa- 
chusetts. That aggregates $600 million in mortgages. 

Our organization favors S. 975. Our league is a member of the 
United States Savings & Loan League. It is my information that 
our league was one of the group that originally formed the United 
States Savings & Loan League, and we have been good members of 
that league for a long time. 
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However, in connection with this branch situation—and it is no 
secret, being generally known—we have always and consistently been 
in dissent with the United States Savings & Loan League in this 
matter of branch granting and, in this case, as is obvious from what 
has been said, we are in favor of this bill and our national league is 
opposed to the bill. 

Senator Busn. Does your membership in Massachusetts include 
any Federal savings and loan associations? 

Mr. Sututvan. No, sir; just cooperative banks. 

Senator Bus. I thought you said that a cooperative bank was, in 
effect, the same thing as a savings and loan association. 

Mr. Suuuivan. That is true, sir. 

Senator Busx. But it doesn’t happen to include any Federals? 

Mr. Suutiivan. No, sir; it does not. 

Our bylaws were written in 1888. They excluded any members in 
our league excepting cooperative banks. We are, in Massachusetts, 
admittedly, what are known as savings and loan institutions and other 
names in other States. 

Senator Busu. Are there any members of your league who bear the 
name, “savings and loan associations’’? 

Mr. Sutiivan. No, sir. 

Senator Busu. They call themselves cooperative banks? 

Mr. Sutuivan. That is correct. 

Senator Busu. Is the savings and loan association name unfamiliar 
in Massachusetts? 

Mr. Suuiivan. We in Massachusetts have quite a history of savings 
and loans. We in Massachusetts, or our forefathers, think we can 
prove that we founded this business called savings and loans. 

We only share that boast with the Commonwealth of Pennsylvania. 

We started it way back in 1850. In 1854 in Massachusetts was the 
first statute regulating what were then called building and loan 
societies, and so-called savings and loan societies. 

In 1877, through the development of this wonderful industry that 
we take pride in having founded in this country, certain things de- 
veloped and improved the system. It was principally what is called 
the serial share. Prior to 1877, or thereabouts, a savings and loan 
association consisted of a group of people who got together and on 
the basis of a dollar a month per share each, they accumulated some 
money. One night they had an auction of that money and sold it at 
the highest bid to those people who showed up who wanted to mort- 
gage real estate. When that money was used and sold at the highest 
bid and the mortgages placed and those morigages ultimately paid off, 
the savings and loan association liquidated. The idea was of such 
value in communities, both to encourage thrift and to build homes, 
that with the things our forefathers learned we created the serial 
share which gives the organization a continuing life, a perpetual life. 

Instead of liquidating after the mortgages had been auctioned off 
and paid off, it kept going. 

That, today, is what we call our cooperative banks in Massachusetts, 
the Federal savings and loan associations and the building and loans 
and whatnot, and I refer your committee to the definition of building 
and loans in Webster’s Dictionary. You will see it says these things 
are commonly called cooperative banks in one State, savings and loans 
in another, and so forth. 
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In Massachusetts—and I am using figures as of some date in 1952, 
which were the last official figures I could get—there are 157 institu- 
tions which were members of the Home Loan Bank of Boston. Of 
that 157, 122, or 60 percent of our entire Federal Home Loan Bank 
of Boston membership, are Massachusetts cooperative banks. Of the 
thirty-odd—and I don’t know exactly how many Federal savings and 
loan associations we have in Massachusetts, but there are thirty-odd— 
all but two were formerly Massachusetts cooperative banks that were 
converted to Federal charters under the provisions of the Home 
Owners Loan Act. 

Senator Busn. What was the inducement for them to convert? 

Mr. Sutiivan. There were many inducements. The principal 
inducement was the broader charter which the Federal savings and 
loan associations offered and a great inducement at that time was the 
privilege in the Federal charter of operating on borrowed money, 
operating and growing on borrowed money. 

I again refer you to the present regulations which permit, under 
certain circumstances—and I have no complaint about it—borrowing 
both for growth and for making loans. Our cooperative banks are 
limited by statute in borrowing to, in effect, 3 percent of their assets. 

So our growth is entirely, or all but 3 percent, through the share 
money that the workingman and his family put into loan money to 
their neighbors. 

Senator Frear. Mr. Chairman, may I ask a question? 

Senator Busx. Senator Frear. 

Senator Frear. Right along that line, you say Federal loan associa- 
tions are permitted almost unlimited borrowing? 

Mr. Suuiivan. I say that and 1 would like to have you check it. 
All I want to do is give information. I can’t keep all the regulations 
in my head. 

Senator Frear. What are their sources of supply of money? 

Mr. Sutuivan. The principal source is the local Federal home loan 
bank. 

Senator Frear. Where does it get its money? 

Mr. Suuuivan. It gets it from the purchase of stock in the home 
loan bank and the deposits in the home loan bank from the institutions 
in that district which belong to the home loan bank. 

As I say, in Massachusetts, in 1952, of 157 members of the Home 
Loan Bank of Boston, 122, or 80 percent of them, were Massachusetts 
cooperative banks, 

We think it is a great institution. 

Senator Frear. Then, your bank is a stockholder in the Home 
Loan Bank of Boston? 

Mr. Suutuivan. Yes, sit 

Senator Frear. Then, you indirectly, are supplying some capital 
for Federal associations somewhere? 

Mr. Suuuivan. We supply the bulk of the capital for Federal 
associations somewhere. That is, if that capital is borrowed. 

Senator Frear. Then, the limitation on the borrowing of Federal 
associations is only that which can be supplied in capital to Home 
Loan Bank Boards by associations such as yours or by deposits of 
people generally. 

Does the Home Loan Bank Board have authority to borrow from 
the Federal Treasury or to issue any type of debenture that may be 
offered to the public and guaranteed by the Federal Government? 
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Mr. Sutxuivan. Senator, I can make the statement, I believe, that 
the home loan bank in any district has authority to borrow, but again 
that is so accessible to you through your counsel that I would ask you 
to check that. I understand the Federal home loan banks may borrow. 

Senator Frear. That is, borrow public funds? 

Mr. Suuiivan. Yes. The fact is, I believe, that there never has 
been a dearth of funds in the district banks to loan to the members. 

Senator Frear. When you made the statement of unlimited borrow- 
ing, I think you have pretty well fortified it. I agree with your 
statement. 

Mr. Suxurvan. I should like to have it checked, Senator, because I 
certainly want to state facts. 

The original function and purpose of these things that we call 
savings and loans and cooperative banks in Massachusetts and build- 
ing and loans in other places was to have local mutual thrift and home- 
financing institutions. It is all one package. 

As we who have lived with cooperative banks—and we think we 
were one of the inventors of cooperative banks—believe, to have a 
savings and loan association you must have a local mutual thrift 
and home financing institution. You cannot break it up. It is an 
odd package. In 1933 when I was counsel for the banking depart- 
ment of Massachusetts we came down to Washington and we saw Mr. 
Jesse Jones in connection with RFC loans. We mentioned co- 
operative banks and savings banks. I will not use the adjective, but 
he said what the such and such are cooperative banks and savings 
banks? He had never heard of them. Our cooperative banks are 
and always have been what are now called savings and loan 
associations. 

In 1933 there was a bad situation that many of us recall. The 
situation that we saw was mortgage foreclosures throughout the 
country. 

It was a peculiar thing. In Massachusetts, in our cooperative 
banks, we had very few mortgage foreclosures. In other parts of 
the country the situation was so bad that the President himself took 
steps to cure it. 

As part of the Home Owners Loan Corporation, and an essential 
part of it, there was a provision that there would be provided to the 
people who did not have these institutions a local mutual thrift and 
home financing institution. Why? Because time had demonstrated 
that these things that we think we know—we have lived with them so 
long, and we think that other people don’t fully know them—were 
a good thing. The little fellow put in his dollar a month, and all 
the bank’s investments were in the most frozen investment we know, 
real-estate mortgages. No one in Massachusetts has ever lost a 
penny in a cooperative bank. 

Strangely, we never had an occurrence during the depression of a 
run on a cooperative bank. Five of our cooperative banks during 
the depression of the 1930’s were not what we considered in proper 
shape and the whole industry, through our loan liquidity reserve that 
our industry created without any help from the Government, took 
those institutions and paid all the shareholders 100 cents on the 
dollar and consolidated them with other institutions and that was it. 
This thing that we lived with and developed for years turned out to 
be the thing that was needed in other States. In the Home Owners 
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Loan Act, as you gentlemen can read, it says in order to provide these 
local, mutual, thrift, and home-financing institutions, the Board i 
entitled to charter them and so forth. 

Cooperative banks—and again those are the things, I must em- 
phasize, that are these savings and loans—are local, mutual, thrift, 
and home financing. It is all one package. They didn’t have any 
branch permission under our statute until 1945, 

At that time, for the first time, the legislature gave us authority 
to have a branch no more than 15 miles from our home office, the same 
as savings banks. 

That has seemed adequate. There has been no complaint abcut it 
by the commercial banks, the savings banks, or the cooperative banks. 
Some day it may not be adequate, and if it is not we will then ask the 
legislature if it will change it. 

In 1946 and 1948 and 1949 our league came down to hearings be- 
fore the Home Loan Bank Board and opposed the granting of appli- 
cations for branches which were in excess of our 15-mile limitations. 

It is clear on the records that our league opposed them, not because 
we said there was a lack of need or because of any local condition, but 
because, as a matter of policy and principle we thought it was unfair 
and not sound that competing Federal institutions should have a 
broader branch limitation than our cooperative banks. Two weeks 
ago we again came down—our league—and opposed the proposed regu- 
lation before the Home Loan Bank Board. That proposed legislation 
would not only, in Massachusetts, widen the 15-mile area to which 
we are confined, it would give Federals a wider area of counties—and 
in Massachusetts counties are not comparable circles. We have one 
county that is 140 miles diagonally from one point to another and an- 
other county in which part of the county is many miles away from 
another part of the county. It seems that the cowpaths determined 
part of our county lines. Not only would the Federal banks be able 
to go beyond county lines, but because of this uncertain language 
which talks about holding companies, in my opinion as a lawyer— 
and I read it carefully— the privilege to file an application for branches 
would extend throughout the whole State of Massachusetts. We 
do not think that is fair to us or sound for them. 

Senator Busu. But the passage of S. 975 would clarify that. 

Mr. Suuirvan. Senator, it would clarify it entirely in Massa- 
chusetts. We from Massachusetts are down here because we are 
hurt and because we think we can help this committee and we think 
we are talking about good legislation. Unfortunately there are 
situations in other parts of the country that we have not the time to 
investigate and explore and try to cure. But in Massachusetts, S, 
975 would take care of the situation very nicely. 

Senator Busu. | would like to ask you the question which I have 
asked other witnesses. If the commercial banks accepting thrift ac- 
counts were brought into 5S. 975 as an additional standard of parity, 
along with the cooperative banks, as you call them, and the mutual 
savings banks and savings and loan associations, would you still favor 
the bill? 

Mr. Suuurvan. I would favor the bill in its present form. If that 
provision were brought in it would serve to limit, in Massachusetts, 
what is now no limit. But still it would in Worcester County, Mass., 
permit a Federal to go from one corner to another, and that is 140 
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miles. In addition to that, sir, I have heard you ask the question 
many times and again I defer to your experience, but there is no 
connection, in our judgment, between a commercial bank with a 
thrift department and a savings and loan association. We are a 
different category of thing altogether. In Massachusetts, for ex- 
ample, we have, among our State commercial banks only—I cannot 
give you the national bank figures but I think they are comparable— 
about $3 billion in resources in our trust companies. 

We have 58 of those trust companies and so far as thrift savings de- 
partments are concerned, only 52 of them have savings departments. 

The other six just don’t want them. Of those 52 that have them, 
I think their total assets in the savings department of $3 billion al- 
together is $285 million, which I believe is about 8 percent of their 
entire resources. 

Senator Busu. A very small amount. 

Mr. Suuurvan. Yes. Of that $285 million—and again the figures 
are available—I think $41 million is invested in mortgages, which is 
about 4 percent of the entire commercial bank resources of Massa- 
chusetts. I have not analyzed that 4 percent of mortgages, but they 
are not all home mortgages, and I rather assume that they are industry 
mortgages because that is the function of commercial banks. So 
there is no connection between the two. 

Senator Busu. As far as Massachusetts is concerned? 

Mr. Suuiivan. That is correct, sir. 

I think that holds true rather throughout the country. This 
system of banking that we have in this country runs rather consist- 
ently. Our commercial banks, our savings institutions, our savings 
and loan institutions, our credit unions, our small-loan operators, and 
so forth are rather consistent in the pattern that has developed over 
a period of time. 

I think it is pretty consistent throughout the country. 

As I have heard you ask the question, I could not think of a good 
analogy. The only one I could think of is that a greyhound doesn’t 
need an airstrip to get a start. To bring commercial banks with 
thrift departments, which mean nothing in Massachusetts, into the 
form you will adjust does not make sense to me as I have heard the 
question. 

First, the thrift department is insignificant, and secondly, the whole 
character of savings and loans and the whole character of Federal 
savings and loans is mutual local thrift and home financing. There 
is the package. When you get away from that, in our experience in 
Massachusetts—and we have been with it a long time—we think you 
are going to hurt this wonderful industry known as savings and loans. 

The reason we are down here is to try to help Congress to see things 
the way we do or for us to see things the way others do. 

We have been with it a long time and we think we know something 
about it. 

Senator Busu. What do you think is going to hurt it? What is 
the danger to it that you see at the present time? 

Mr. Sutiivan. I don’t want to repeat what others have said, sir. 
I can understand one baseball team having a set of rules and the other 
having two sets of rules, namely baseball and football, but for Casey 
Stengel to say, “I have got both sets, but I am just going to use one”’ 
doesn’t make sense. In Massachusetts we have, since 1946, been 
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annoyed. We have come down here to fight these branches as a 
matter of principle. 

When they went beyond the lines that we have found are good lines 
in Massachusetts, it has been an annoyance. It has upset, in my 
opinion, the good relationships that should be in the dual banking 
system. 

Also, sir, in our opinion, we think ultimately it will really hurt. 
I don’t know what is going to happen in 20 years. I went through 
something in 1933 and had a pretty close experience with it that could 
happen again. We think, because we think we know these things, 
that there is more than just having a broad field and saying, ‘“‘Well, 
we will confine ourselves down here.’’ In Massachusetts, among our 
cooperative banks, we not only think that the same rules should apply 
to both clear competitors, but we also think that mutual thrift and 
home-financing institutions should not have broad branching 
privilezes. 

Again, I heard the word “neighbors” the other day. Neighbors 
save their money to loan to neighbors. In the city where I was born, 
my father on the first Thursday of every moi a went upstairs and 
put in his few dollars. I went through 3 or 4 depressions in my 
lifetime. No one ever bothered about that cooperative bank money. 
They knew the people in the community, the manufacturers, the 
doctors, the law yers, were honest and it was there. 

They koew also that if they tried to draw their money the oaly 
way they could get it would be by foreclosing the home of a neighbor 
a few doors away and they didn’t want to do that even if he was 
behind in his payments. 

We also feel, and we suggest it to your committee, that broad 
branch privileges are not good for this category in our banking 
system, mutual thrift, local thrift, savings and home-financing 
institutions. 

| heard the word “old-fashioned” again. We are old fashioned 
and so is motherhood, but we feel we have pioneered this business 
of savings and loan and we have lived with it and developed it over 
a hundred years. It has never cost the shareholder a penny in this 
wonderful industry. 

Congress in 1933 did us the honor of adopting our system. I can 
say that I have been told by counsel who drew the Home Owners 
Loan Act and who subsequently drew the amendments to it that 
when he wrote the provisions concerning Federal savings and loan 
he had the Massachusetts cooperative bank statute right in front of 
him, and that that was the most perfect one he could find. 

Senator Bus. Mr. Sullivan, I am sorry but I have got to ask you 
to wind your statement up because I am going to have to adjourn 
the committee in 5 minutes. 

Mr. Sunuivan. I can do it, sir. 

As a matter of fact, I will be glad to answer some questions, if that 
will help. 

May I just read a paragraph in a resolution that I filed in one of 
the branch hearings in 1950: 

We believe that 1t is unfair, unsound, and discriminatory that similar institu- 
tions in the same area should have substantial advantages or disadvantages 
through different fundamental government requirements and limytations. The 
Legislature of Massachusetts, its supervising authorities, its banking industries, 
both thrift and commercial, have long accepted our State branch limitations as 
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fair and sound. It is our sincere conviction that the application of a broader 
branch privilege to one class of competing similar institutions overlooks the 
principle of State sovereignty, hinders the development of mutual respect, friendly 
and fair competitive relations, and equality, in the dual system of State and 
Federal thrift and other banking, and serves to continue uncertainty and appre- 
hension in our Massachusetts thrift banking industry. 


Senator Busu. Are there any further questions? 

Senator Frear. Yes. I will only take a minute, Mr. Chairman. 
I want to say that I have great respect for the people of New Eng- 
land and the thrift habits that they have there, and I think it has 
permeated over much of the United States. You are to be compli- 
mented and congratulated on it. Certainly that includes the State 
of Connecticut in New England. 

I am also a firm believer in homeownership and I think you people 
who supply financing for that specific purpose have a very, very 
definite program in the economics of this country. I think you are 
part of the great stability with which we honor ourselves in many 
instances. 

It has been reported in the newspapers—and I am sure you are 
familiar with it—that recently the administration has said that should 
the automatic tax reductions take place there will have to be another 
source of taxes available for Federal income. Would you care to 
comment as to whether we down here might look into the field of 
cooperative banks and Federal savings and loans as a field for addi- 
tional taxation for Federa] income? 

Mr. Suturvan. I think you should look into it but we went through 
quite an elaborate job in 1951. The result was, as you know, that 
there were two differences in the tax upon these thrift institutions 
from regular corporations. 

One is that they are permitted to build up to a certain reserve, 
which they need. 

The second is that they may deduct their dividend payments as 
an expense. That is on the theory—and I think it is a practical 
theory—that the dividends are interest on borrowed money. 

In other words, the entity itself, when it takes deposits or share 
payments from me, is borrowing my money and paying me interest 
on it in the manner of what we call dividends or interest. So there is 
a logical justification for it. 

In addition to that, in bad times we want stability. We want no 
taxes. As you know, the Home Owners Loan Act says there shall be 
no taxes on Federal savings and loan associations. In good times we 
forget the old stable things. We forget we had banks closing in 1931 
and 1932 and 1933 that were a shock to this country. We think of 
other things. That has been my experience and I certainly will 
always, while I am representing this organization, try to show that 
two of the great accomplishments of this type of industry is that we 
have encouraged thrift and we have built homes. 

If you tax them, you are going to hurt them a little. That is my 
answer, sir. y 

Senator Frear. I think that is strong support of the stand you 
have taken. What would you think, however, should a commercial 
bank, instead of issuing capital stock, issue debentures upon: which 
they paid interest? Would that interest be to a commercial bank 
deductible as it is to a mutual savings society? 
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Mr. Sutitivan. My answer to that would be by illustration. I 
heard a man complaining in my club one day because he paid $40,000 
of income taxes. One of our friends who never made a thousand in 
his life said, ‘‘Well, 1 would pay his taxes if I could make his money.” 
So I suppose if I had a cooperative bank and I could swap it for a trust 
company I might do it and pay taxes. 

They are 2 different operations, 2 different ways of making money. 
There are more rich people owning commercial banks than having an 
interest in cooperative banks and ‘Federal savings and loans.: 

Senator Frear. Then, what you are saying to the people who must 
of necessity extract taxes from the people of the United States in order 
to give the Government income for its necessary expenses, is that when 
that picture may come into view we should look at the background 
and not, theoretically, the formula on which these two institutions 
are based. 

Mr. Sutiivan. That is correct. 

Senator Frear. Thank you very much. 

Senator Busu. Thank you very much, Mr. Sullivan. I would like 
to say that we have received various letters and statements which 
have come here addressed to me and to other members of the com- 
mittee which we are putting in the record. We will keep the record 
open until February 23 to receive additional statements which bear 
on this bill, without objection. 

Senator Frear. No objection. 

Senator Busu. Did you wish to make any further comment? 

Senator Frear. Yes, Mr. Chairman, if I may. I made a statement 
and asked a couple of witnesses questions here this morning, and 
Mr. Divers and Mr. McAllister are here and they might want to make 
some comment on either my question or the answers that were given 
to them. 1 think it is only fair that they have the opportunity of 
doing it personally or sending them in as you have given them the 
priv ilege to do. 


STATEMENT OF WALTER W. McALLISTER, CHAIRMAN, AND 
WILLIAM K. DIVERS, MEMBER, HOME LOAN BANK BOARD 
Resumed 


Mr. Divers. I don’t care to make any comments at this time. 

Mr. McAtuister. Just what, Senator, was your question? 

Senator Frear. As you know, there was some reference made to 
taxes and also the unlimited amount of capital available to Federal 
savings and loan associations. 

Mr. McAuuister. Well, I can make a statement with reference to 
the unlimited amount of capital available to savings and loan asso- 
ciations. 

It is not unlimited. The regulation is that an association may not 
borrow from the Federal home loan bank of its district more than 
25 percent of its share capital. That is the maximum. I would say 
that probably the average limitation of the banks, as established by 
the respective bank boards, is somewhere in the neighborhood of 10 
to perhaps a maximum of 15 percent. 

On the first of this year, when associations borrow some little for 
the purpose of window dressing, the total indebtedness of associations, 
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members of the bank system, was less than 5 percent of their share 
capital. 

Senator Frear. By window dressing, you don’t mean that is a 
kind of money management; do you? 

Mr. McAuuister. It is just borrowing a little extra money to make 
their cash account look a little nicer. 

Senator Frear. I thought that was what you meant. 

Mr. MecAuuisrer. It is common in the financial industry. 

Senator Frear. I think that is a good idea. Just assuming that 
all of these associations did come up to their maximum, you are 
permitted to loan them up to their maximum of 25 percent? This is 
probably hypothetical, but if all the associations came into the Home 
Loan Bank Board and wanted to borrow up to 25 percent of their 
capital, you would either have resources or could make available to 
them resources in money 

Mr. McAtuister. That is a matter that has never been tested. 

Senator Frear. But under the statute you could. 

Mr. MeAuuister. If the funds were available. 

Senator Frear. If you could sell your debentures. 

Mr. McAuuister. Yes 

Senator Frear. But you also have some advantage in selling 
debentures, do you not, because they are tax free? 

Mr. McAuuister. No, sir; they are not. 

Senator Frear. The income of the debentures is not tax free, but 
you do not pay any tax on them or your association does not pay any 
Federal tax 

Mr. McAuutster. The home loan banks don’t pay taxes. 

Senator Frear. Thank you 

Senator Buse. Thank you very much. 

Any letters or telegrams that may be received will be inserted in 
the record. The record will be held open until Tuesday for that 
purpose 

Without objection the hearing will be adjourned. 

(Whereupon, at 11:40 o'clock a. m., the the committee adjourned.) 
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MONTCOMERY ALA February 9, 1954 
Hon. Homer E. Capenart, M. ¢ 
Chairman, Banking and Currency Committee 
United States Sen ule, Senate O ffi Puild ng 
Desire to express approval of provisions contained in Senate bill 975 which we 
understand is being considered by our committee February 16. Sincerely |} 
it may pass and become law 


lope 


Joe H. WiiitaMms 
Supe nlendent of Rar ks, State of Alaban a 





ARKANSAS STaTeE BANK DEPARTMENT, 
City of Little Rock, February 9, 1954 
Hon. Homer FE. Capenart 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. ( 


DEAR SENATOR CaAaPpEHART: | am informed hearings will be held February 16 


on Senate 975, limiting branches of Federal savings and loan associations 
As bank commissioner of Arkansas and a member of the executive committee 
of the National Association of Supervisors of State Banks, I am vitally interested 
in the passage of this bill It is hoped that vou and your committee will make 
1 favorable recommendatior 
Cordielly vours, 
\. R. Merritt 


SrateE BANKING DEPARTMENT, 
Phoe nm ss “Ay See Feb dary 9, 1 ISA 
Hon. Homer E. CaprenHarr, 
Chairman, Banking and Currency Committee, 
Washinaton, D. C. 


DrAR SENATOR CAPEHART: Concerning any action which may be taken toward 
curtailing expansion of Federal Savings and Loan Associations it is my impression 
that they should make application to the proper authorities to establish a branch 
following out the principles of investigation as exercised by the Federal Reserve 
Bank and the Federal Deposit Insurance Corporation 

Arizona has just completed a revision of a portion of our banking and savings 
and loan association laws, both of which are now under consideration via our 
legislative body 

Embodied in this is merely the requirement that a new savings and loan asso- 
ciation make application to this department but even at my suggestion they 
failed to require uninsured, or even insured, associations to get a permit from 
this department before establishing a branch. I was in hopes that they would 
include that for the reason that we have 1 or 2 uninsured associations in Arizona 
that are spreading themselves rather thin, but I doubt that we can do anything 
to change the bill as presented 

If I can be of further service please let me know 

Yours very sincerely, 
D. O. SAUNDERS 


PHorENtIx, Ariz., February 17, 1954. 
Hon. Prescorr Busa, 
Senate Office Building, Washington, D. C 
The South Dakota Bankers Association, representing all but two of our banks, 
unanimously and strongly support the position of the American Bankers Associa- 
tion on Senate bill 975 
Car. EF. BAHMEIER, 
Executive Secretary, South Dakota Bankers Association, 
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STATE OF CALIFORNIA, 
Srate BANKING DEPARTMENT, 
San Francisco, Calif., February 9, 1954. 
Re S. 975. 
Hon. Homer F. Capenarr, 
United States Senator, 
Chairman Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator CapeHArT: Permit me to most strongly recommend and urge 
the passage by your committee of S. 975 limiting branches of Federal savings and 
loan associations. 

Since the bill was introduced by you, I am certain that no explanation of its 
constructive purposes need be mentioned, placing the chartering of branches of 
Federal associations on a much more equitable basis with the chartering of 
branches of State associations. 

Certainly Federal associations, like national banks under the National Bank 
Act, should not be permitted to have branches within a State which does not 
permit branches of its own State associations. This bill would also correct 
other inequities. 

Sincerely thanking you and the members of your committee for such favorable 
consideration as you may give this request, I remain, sir, 

Most cordially yours, 
ae Mavcrice C. SpPaRLiva, 
Superintendent of Banks. 





THe Connecticut BANKERS ASSOCIATION, 
February 9, 1954. 
Hon. Prescorr Bush, 
United States Senate, Washington, D. C. 


Dear SENATOR Busn: I am informed that 8. 975, relating to the branch powers 
of Federal savings and loan associations, is to be heard by your subcommittee of 
the Senate Banking and Currency Committee, on February 16 and 17. 

The Connecticut Bankers Association, whose members are commercial banks 
of the State of Connecticut, wishes to record with you its suppor. of this bill, and 
to urge you and your committee members to report the bill out favorably and to 
press for its passage. 

We believe that the Congress of the United States, in establishing by law the 
definition of branch powers in the case of national banks, and, in recognizing in 
that law equal rights with branches of State-chartered banks, has accepted and 
emphasized the principle of States rights which is the cornerstone of our dual 
banking system. That law has worked well and ought to form the pattern for 
other types of financial institutions which, as a group, operate under both Federal 
and State charters. 

The Home Loan Bank Board has not followed that basic policy in the granting 
of branch privileges to Federal savings and loan associations. Regulation on the 
subject by the Home Loan Bank Board would not be sufficient, since a regulation 
could be easily and frequently changed, and would neither have the permanence 
of law nor necessarily reflect congressional intent. Congress has established a 
principle in the establishment of bank branches which ought logically to be fol- 
lowed in the establishment of savings and loan branches. The passage of 8. 975 
will carry out this principle. 

We wish to be recorded in favor of 8. 975, and we respectfully urge you and 
your colleagues to do whatever is possible to effect its passage. 

Sincerely vours, 
RicHaRp Rapport, 
Executive Manager. 





STATEMENT OF H. Dupiey MILus, PREstpENT, First FepeRAL Savines & LOAN 
ASSOCIATION OF MERIDEN, Conn. 


Honorable Chairman and members of the subcommittee, I submit herewith the 
following statements in relation to 8. 975. 

1. The Home Loan Bank Act, which set up the Federal Home Loan Bank Board 
and other affiliated agencies, was passed by the last Republican administration 
under President Hoover, designed, among other things, to provide a reserve system 
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for the savings and loan industry, and to set up a system of Federal savings and 
loan associations to supplement the already existing associations operating under 
State charter. 

2. Since the depression years of 1929, 1930, 1931, 1932, and 1933, the Home 
Loan Bank System and the Federal savings and loan associations, through fore- 
sightedness, aggressive management, and svmpathetic supervision, have accom- 
plished a record of growth and assistance to the home building of the United States 
unsurpassed in the annals of this country, and the record today shows that close 
to 40 percent of the home-mortgage financing of the country is done by the savings 
and loan industry, both State chartered and Federal chartered. 

3. In all of the States, with possibly 1 or 2 exceptions, the State-chartered and 
Federal-chartered savings and loan associations work in very close harmony, 
and cooperate through various State organizations to provide a better home- 
financing service for the public in all of the areas served; and to provide this 
better service, the business is constantly encouraging more savers to invest their 
funds in these fine thrift institutions which, in a vast majority of cases, are cater- 
ing to the medium- and low-income segment of our population. 

4. The rapid and sound growth of these associations, together with the aggres- 
sive merchandising methods used in attracting savings and mortgage business has, 
of course, brought about a large measure of envy from other segments of the 
financial structure of the country who had, until 1934 or 1935, always considered 
themselves to be ‘‘God’s chosen people’’ by virtue of similar charters issued by the 
State governments and the Federal Government, in the interest of a better public 
service. 

I submit that, in a great number of cases, those who are opposed to further 
expansion of the savings and loan business, did not render a better or wider public 
service, but have, for many years, taken the position that the charters issued to 
them gave them some vested rights and some mysterious powers not avaiiable to 
the rest of the human race. 

5. I also submit that this is the group which is attempting, through bill 8. 975, 
sponsored by its several trade associations, to take an initial step in curbing further 
growth of the savings and loan business. 

6. Competition—if that is what the savings and loan industry is to the banking 
business—has never been harmful; in fact, it has been competition that has made 
this United States the country that it is today. Competition developed by the 
vision and ability of men to look ahead and to grow with the country. 

7. Under the present method of granting permission for branches of Federal 
savings and loan associations, as administered by the Home Loan Bank Board, 
there has been no permission granted for a branch without the Board having first 
advised the State supervisor of banks (in whatever State the branch was located) 
and after due public hearing and published notice, branches have only been per- 
mitted where there has been no objection by other banks in the area served, or 
where there has been no bank in the area served, and no objection to the request 
fora branch. I believe that this has been a sound policy and that there has been 
no harm to any other financial institution by this method of granting permits. 

8. If the present method of issuing branch permits is changed from regulation 
by the Home Loan Bank Board to a legislative process, subject to the whims of an 
antagonistic banking department in the individual States, plus legislative changes 
in the States—which in most cases may be dominated by the thinking of banking 
interests—the ability of the savings and loan business to improve its service to the 
public (who are steadily thinking of the savings and loan business as a place for 
savings and home financing), then I believe a serious blow will be dealt the home 
financing business of the United States 

9. I understand that the bank commissioner of the State of Connecticut is 
strongly behind this attempt to pass legislation in the form of 8. 975, and if this is 
so I would like to submit that neither the Savings and Loan League of Connecti- 
cut, the State chartered savings and loan associations, or the Federal savings and 
loan associations operating in Connecticut, have been consulted by the commis- 
sioner, at any time, in connection with this proposed bill 

I believe that this point is pertinent to your committee’s decision and shows 
the general status prevailing in every State, as it relates to the savings and loan 
business. 

Does the bank commissioner in this State work in the interests of savings and 
loan, or is his thinking influenced by what the banks wish and suggest that his 
office support? 

10. I believe that this is an attempt, by selfish interests, to cripple a segment 
of our financial structure which is growing and does a better job of serving the 
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public. If these interests, which do oppose us by this legislation, would review 
their own policies, clean their own house, and try to go to the publie with a better 
public relations program of their own—devoting the same amount of constructive 
effort in this direction that they appear to be able to devote to an attempt to hang 
the savings and loan business—they would not have to worry about what they 
term ‘‘competition.”’ 

Figures, which I am sure your Board has before you from our national trade 
organizations, should support this contention—the number of associations operat- 
ing, and the number of shareholders and homeowners being taken care of by our 
business—must be a strong factor in whatever decision your committee makes 
regarding this legislation 

In closing, may I submit that the Connecticut savings and loan group, composed 
of 17 Federal associations and 30 State-chartered associations, at a meeting of 
its representatives held Wednesday, February 10, 1954, is on record as unalterably 
opposed to any change by the Federal Government in the method of granting 
branch privileges to Federal savings and loan associations. 


STaTE OF DELAWARE, 
OFFICE OF STatE BANK COMMISSIONER, 
Dover, Del... Fe bruary 3, 1954. 
Hon. Homer EF. CapexHARrt, 
Senate Office Building, Washington, D. C 


Dear SENATOR CaPpENnART: I desire to urge favorable consideration by the 
Senate Banking and Currency Committee on 8. 975 limiting branches of Federal 
savings and loan associations. 

I have discussed this bill with Senator Frear, and he, therefore, understands my 
position on this proposed legislation. 

Sincerely yours, ele 
RaNnpoLeH HucGues, State Bank Commissioner. 


—_—— 


FLORIDA BANKERS ASSOCIATION, 
Daytona Beach, Fla., February 10, 1954. 
Mr. Ira Drxon, 
Clerk, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear Mr. Drxon: Thank you for notifying our association of the hearings 
being scheduled for 8. 975. We would like for you to consider this letter as the 
official statement coming from the Florida Bankers Association on S. 975. 

We favor the passage of this bill in its present form and for the following reasons: 

1. 8S. 975 would require the Federal Home Loan Bank Board to observe section 
659.06 (1) of the Florida Bank Code which reads as follows: ‘‘Any bank or trust 
company shall have only one place of doing business, which shall be located in the 
community specified in its original articles of incorporation, and the business of 
the bank or trust company shall be transacted at its banking house so located in 
said community specified and not elsewhere * * *.’’ Since State banks cannot 
have branches and since the Comptroller of the Currency observes this limitation 
insofar as national banks are concerned we are of the firm conviction that Federal 
savings and loan associations should not enjoy a privilege not accorded commercial 
banks. State chartered savings and loan associations likewise do not enjoy the 
branch privilege. 

2. The power of the Federal Home Loan Bank Board needs to be curbed in 
this complete disregard of ‘States rights.’’ Such an important matter as this 
needs to be spelled out in law rather than left to the administrative discretion of a 
Washington agency. 

3. Florida bankers feel that the establishment of branch banks is frought with 
inherent dangers and that savings and loan associations lend themselves to the 
operation of branches even less than banks. 

We certainly want to thank you for this opportunity of presenting to your usb- 
committee the position of the Florida Bankers Association. 

Sincerely yours, 


Henry C. CoLeman, President. 


w 
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ORLANDO, Fta., 
February 12, 1954. 
Ira Dixon, 
Clerk, Senate and Banking Committee, United States Senate Building: 
Will appreciate your favorable support of Senate bill 975. 
I. A. MayYFtEeLp, 


Florida Bankers Association Competitive Banking Committe 





STATEMENT OF FLORIDA SAVINGS, BUILDING AND LOAN LEAGUE, RALPH SEDGWICK, 
EXECUTIVE SECRETARY 


This Senate bill 975 represents another in a series of proposals to limit the 
powers of the Federal Home Loan Bank Board in the granting of branches to 
Federal savings and loan associations. All previous attempts to pass such 
legislation have failed. This proposal would require permission of the State 
before any branch of a Federal savings and loan association could be authorized 
by the Federal Home Loan Bank Board within its boundaries. Under existing 
State law and practice the passage of this measure would prevent the establish- 
ment of savings and loan branch offices in one-half the States of the Union, even 
where badly needed to serve the public. In all these States multiple-office 
banking is permitted, 

Mult iple-office commercial banking thrives throughout the United States under 
various forms, all of them having the same practical effect of permitting a rela- 
tively small group of individuals to establish additional banking offices under 
centralized individual or holding company control. In the past, many bills 
have been presented to the Congress to preve uf multiple-office operations under 
national banking charters. All of them have failed cf passage except the act in 
1927, which prohibited national banks from estiabilig hing branches in any State 
that prohibited branches to its own State-chartered institutions. 

That act of 1927 failed of its purpose for the reason that it did not prohibit 
the establishment of additional banking offices by bank holding companies, 
chains, groups and affiliates, all of which provided the full equivalent and ad- 
vantages of branches. These multiple-office operations of State and National 
banks have continued to grow at an accelerated pace, regardless of restrictions 
against branches. Today the banks of the United States have approximately 
5,000 additional offices in the form of branches, chains, groups and holding com- 
panies. <A rose smells just as sweet by any other name. 

Reference is made to section 5155 United States Revised Statutes, which defines 
the term “‘branch’’ as “any branch bank, branch office, branch agency or addi- 
tional office at which deposits are received, checks paid or money lent,’’ On 
September 17, 1952, there was submitted to the Antitrust Subcommittee of the 
Committee an Judiciary a report by Senator Emanuel Celler. This is an ex- 
haustive staff report on the concentration of banking capital in this country. 
On page 44 of this excellent work appears the following paragraph: 

‘‘Whereas national banks, before opening new branches, must receive approval 
from the Comptroller of the Currency, State member banks from the Board of 
Governors of the Federal Reserve System, and nonmember insured banks from 
the FDIC, a bank holding company is free to acquire the stock of any bank and 
for all practical purposes convert it into an additional branch of its own system.” 

In many hearings in the past on bank holding companies and other devices by 
which strong groups obtain the control of various banking offices in nonbraneh 
States, it is emphasized that multiple-banking offices acquired through the 
device of holding companies, group or chain banking, etc. are the practical 
equivalent of branch banking. Through these devices the policies and operations 
of various additional offices are controlled by a central group as effectively as 
though these additional offices were in the legal form of branches. 

Now again come the banks to the Congress presenting a camouflaged bill 
(S. 975) which still leaves them with the full and continued authority throughout 
all States to establish additional or multiple-office operations while depriving the 
Kederal savings and loan system of that same privilege. In this the State super- 
visors, old time buddies of the banks, join to strangle the mutual savings institu- 
tions, as most of them have always done, to yield an important competitive 
advantage to the banks. This is proposed on the entirely specious theory that 
it will preserve States rights. 
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Until the banks and the State banking supervisors come forward with a measure 
which prevents multiple-office operations of banks and savings and loan associa- 
tions alike we cannot construe any such request to the Congress to be in good 
faith. Camouflaged language, under various legal forms and disguises, should 
not blind the eves of Congress to the fact that multiple-office banking operations 
of any kind, under centralized private control, are the practical equivalent of 
branches of savings and loan associations. Such a mutilation of the savings and 
loan system as 8. 975 would create should not even be considered in the Congress 
of the United States unless it provides that the Federal Home Loan Bank Board 
may establish branches of Federal savings and loan associations in the public 
interest wherever they are needed in those States which permit multiple-office 
banking by holding company, group or chain. This bill is definitely contrary to 
the National or State public interest. 

It is no more necessary to cripple and prevent expansion in the services of the 
savings and loan business than to place those same and unnecessary obstacles in 
the way of commercial bank expansion. It will be noted that never has any 
such measure, including 8S. 975, been advocated or pressed by the public of this 
country in any State. It is pressed only by bankers seeking competitive 
advantage with the help of their close friends, the State banking supervisors. 

These same banking supervisors, in most States, also exercise supervision over 
savings and loan associations. They have favored the banks at the expense of 
their smaller competitors, the savings and loan associations. Without any con- 
sideration for the national public interest they want the United States Government 
to limit and hold down the growth and services of our fine mutual thrift institu- 
tions, which stimulate and gather a considerable portion of the private savings 
capital of the Nation and which now do three-eighths of the mortgage financing 
of all the urban homes of the United States. 

In all the attempts in recent years by banks and their State supervisors to stop 
the growth and public services of our fine system of mutual thrift and home 
financing institutions, no one has ever undertaken to submit proof that the 
operations of these associations anywhere have curbed the growth or injured the 
banks of this country. The establishment of the Federal savings and loan system 
was necessary to serve the thrift and home financing needs of the American 
people, in all States. The svstem has grown rapidly and now serves about 15 
million American families. Had the banks and State supervisors been able and 
willing to render these services to the public, our Federal system would not 
have been organized. The record shows conclusively that they are not in position 
to do so at this time, nor is there any evidence that they will be in position to do 
so in future, 

The services of the Federal home loan banks and of the Federal Savings and 
Loan Insurance Corporation are available to State-chartered mutual thrift insti- 
tutions as well as to the federally chartered ones. The Federal sysvem therefore 
does’ not discriminate against State-chariered institutions, nor give anv advantage 
to the federally chartered thrift institutions which the States cannot utilize for 
their own State-chartered associations, if they so desire. Many vears of experi 
ence have shown that the State supervisors do not desire to help either their 
State chartered mutual savings institutions or the federally chartered ones. Most 
of these States supervisors play the game entirely to extend their own authority 
and to favor the competitive desires of the commercial banking institutions. This 
entrenched policy of the banks and their supervisors is entirely contrary to the 
public interest, for the savings and loan associations of the country are encouraging 
thrift and rapidly increasing the much needed savings capital of the Nation. Our 
banking competitors are on weak moral and ethical grounds when thev seek the 
assistance of Congress in stifling capital formation in this country. It is essential 
to our national development and security that every proper step be taken to 
enhance the savings of the American people and the financing of their homes. 

It seems strange indeed that the mutual savings banks of this country, which 
operate in only 17 States and have about half their capital in 1 State, should join 
the commercial banks and the State banking supervisors in this effort to grind 
down our splendid svstem of mutual savings institutions. We have been rendering 
faithful and ever increasing services to the people of the whole country, most of 
whom the mutual savings banks themselves do not serve. 

There is nothing sacred about the word “bank.’’ As large as they are, and as 
vast and essential as their services to the public may be, the commercial banking 
systems constitute only one important element in our national economy. This 
Nation could not survive without them, vet it is damned hard to live with them. 
They and their State supervisors appear determined to weaken and destroy any 
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other financial system which dares to compete with them, no matter how impor- 
tant the services of that system may be to the American people or to the future of 
this country. We cannot believe that it is within the heart and conscie nee of 
Congress to be a party to such attacks on other financial systems and the national 
welfare. There has never been presented a shred of evidence to show that savings 
and loan associations have failed to render greatly needed services to the thrifts 
families of this Nation who desires to save and own homes. 

The weakness of the banking position in 8. 975 is clear from the fact that they 
have been fighting among themselves for three-quarters of a century. The 
Independent Bankers Association nearly always has bills before the Congress to 
curb the expansion of their larger brethren. Some of these are before the Con- 


gress now. The only one ever passed was in 1927 when Congress enacted a law 
prohibiting national banks from opening branches in those States in which State- 
chartered banks were not pe ‘rmitted to have them. That law was futile anc has 


never been effective. It turned out to be nothing more than a play on language, 
for powerful groups in the national banking business have continued unabated to 
accomplish the same results as before by the acquisition of additional offices 
under the devices of holding company, chain, and group control. 

These are devices which it is impossible for savings and loan associations to 
employ, for each association is owned by thousands of people, no one of whom 
can cast more than a very limited number of votes. We contend that if any 
small group of bank stockholders are entitled by any method to acquire addi- 
tional offices, that same privilege should be open to savings and loan associations 
and other mutual thrift institutions through the establishment of branches. Our 
associations and the few State supervisors who recognize our great value to the 
American public, have never appeared before the Congress to oppose the extension 
of banking services. Yet, the banks, which for generations have been fighting 
each other join every year in asking Congress to curtail the essential expansion 
and services of the Federal savings and loan associations. This is neither ethical 
nor good public policy, for the people of this country need all the savings and 
homes thev can provide through our institutions 

The inconsistency of our opponents is clearly illustrated by the situation in 
New York, where the commercial banks have been making every effort to limit 
the branch expansion of the great mutual savings banks of that State. The 
recent convention remarks of Mr. Robert M. Catharine, president of the National 
Association of Mutual Savings Banks, were quoted in the American Banker of 
Mav 12 and 13, 1953, as follows: 

“What we object to very strenuously is any attempt on the part of the commer- 
cial banks to restrict our growth in our own field. This is just what the commer- 
cial banks are attempting to do. There are many communities in my State 
(New York) which have no savings bank facilities, but we cannot service these 
co nminunities This is because our law prevents us from placing branches in these 
areas. We have not been able to get our law changed for the sole reason that the 
commercial banks oppose us and they are powerful in the legislature. We do not 
intend to abandon the proposal for branch legislation in New York State. We 
will bring it forward again and again until it is finally successful. The public must 
be served. Sooner or later, an aroused public opinion will carry the at and we 
will have our branch bill.” 

Savings and loan associations have never attempted to restrain the development 
of these great mutual savings banks, but the commercial banks and their friendly 
State supervisors have cone so. 

It is significant that these mutual savings banks feel it is all right for them to 
have branches but not for their sister mutual savings institutions, the savings and 
loan associations, to have them. It is strange that the mutual savings banks 
should take this position to protect their own competitive interests in just a few 
States, and at the same time seek restrictions upon our associations” savings 
services throughout the entire Nation. Apparently they think branches are all 
right for them, but not for us. Nothing could better illustrate the fact that these 
bankers are not as much concerned about the public and national interest as they 
are about serving their own limited competitive interests. The national public 
interest is forgotten. 

The passage of S. 975 would forever doom the needed expansion of savings and 
loan facilities in many States, due to the entrenched political and economic 
power of commercial banks, working in conjunction with State banking super- 
visors. To illustrate, let us examine the situation in Florida. It is typical of 
many. In Florida the State comptroller supervises financial institutions of all 
classes, ¢xcept insurance companies. Experience has shown legislatiom affecting 
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financial institutions cannot pass without his authorization and endorsement. 
Usually he prepares and sponsors the bills. This is one of the fastest growing 
States in the Union, with an outstanding need for savings and home financing 
institutions. Yet in Florida there are only 5 State-chartered associations, all of 
them small. Practically none have been chartered in the past 20 years. There 
are no mutual savings banks. Practically all of the mutual thrift and home- 
financing resources of the State are provided by Federal savings and loan asso- 
ciations. 

In Florida there are over 60 Federals. Their aggregate resources gre 15 or 
20 times that of all State-chertered associations combined. The growth of these 
Federals each year exceeds the entire resources of the State-chartered system, 
illustrating the demand for their services to the people. Nothing has been donc, 
and nothing is in contempletion either, to provide Stete-chartered mutual thrift 
facilities or to encourage the expansion of the Federal system. Every branch 
requested by a Federsl, no matter how great the public need for it may be, is 
vigorously protested by the State Comptroller. Yet the few branches granted 
by the Federal Home Loan Bank Board over his protest have achieved outstand- 
ing success without injuring other financial institutions. Many communities are 
yet unserved by adequate savings and loan facilities. The Federals daily are 
being urged by people to provide additional branch services. Can it be said 
thet the ettitude of the government of Florida is in the public interest? Will 
Florida, ever become self-sustaining financially if such hostile policies toward all 
mutual thrift and home-financing institutions are continued? Passage of 8S. 975 
would assure their continuance, entirely contrary to public interest and desire. 

In this State there are four times as many banks as there are mutual thrift 
institutions. Branch banking is legally prohibited. In the last session of the 
legislature, under guidance of the Stete comptroller and in contemplation of the 
passage of S. 975, a law was passed prohibiting branches of State-chartered 
savings and loan associations. The State comptroller will neither charter new 
associations in Florida, nor permit the few small ones now in existence to estab- 
lish branches. In other words, a death sentence has been imposed in this State 
upon the savings and loan business, and there are no mutual savings banks. 
But new commercial banks are, nevertheless, chartered freely, and are permitted 
all the branches they want by the device of group or chain banking. There are 
many such groups, each having from 2 to 23 offices. One such group has greater 
resources than the entire savings and loan system of the State. In 1 small 
group a single man is president of all 6 banks. That these groups are the full 
equivalent of branch banking is beyond question. 

These groups control far more than half the banking resources of the State. 
They have been an important and powerful factor in the building of Florida. 
Yet they enjoy no monopoly in the field of local or State banking. We believe 
they and their independent competitors are bigger and stronger today because 
of the operation of the Federal savings and loan associations in this State. And 
we believe:the same thing is true in all States, so long as group or branch banking 
gives no monopoly to those who engage in it. There is no use hiding behind 
a technical word. Group or holding-company operation is branch banking at 
full blast. 

The passage of S. 975 would forever doom the competitive vigor of Federal 
savings and loan associations in this State where the people urgently need the 
expansion of their facilities. All the Federals ask is the right to live, grow, serve 
and compete. In Florida we do not want to be reduced to the impotency of 
State-chartered mutuals, as this 8. 975 contemplates. The Federals have played 
a great and honorable role in the building of this State and Nation. We object 
to Congress handing the executioner’s sword to those competitors who would 
destroy our effectiveness in many States and hundreds of communities. 

The only reason given by the proponents of 8. 975 for the passage of such a bill 
is to preserve States’ rights. The rights of the States and of the Federal Govern- 
ment are derived from the Constitution of the United States, as interpreted by 
the courts. Under these legal decisions there can be no question that the Federal 
Home Loan Bank Board has the right to grant branches to Federal savings and 
loan associations in every State. Other testimony has been, or will be, submitted 
to demonstrate clearly that this right has been exercised with great restraint and 
caution and that the branches which have been granted achieved great success in 
their service to the public. 

The constitutional right of the national banking and the Federal savings and 
loan systems to have branches cannot be successfully challenged. Both of these 
are national systems of financial institutions, limited in their chartering and the 
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character of their operations only by the policies prescribed by Congress. Neither 
of these systems would have been established by the Congress had they not been 
badly needed. Neither of them could now be curtailed in their expansion and 
services without grave danger to the American public and the Nation. Both the 
State and Nationa! systems of banks and mutual thrift institutions should always 
have the opportunity of expansion and improving service to the people. It is 
accepted American principle that they operate side by side in free and open 
competition. 

In mentioning States’ rights we can only assume that our opponents refer to 
some ethical or moral right, upon the assumption that discrimination is practiced 
in favor of these nationally chartered institutions against those chartered by the 
States. In the savings and loan business such is definitely not the case, since 
the State-chartered associations have free access to the Federal Home Loan 
banks and to the insurance of accounts by the Federal Savings and Loan Insurance 
Corporation. The State supervisors have failed to develop their own systems of 
mutual thrift institutions by failing to encourage the services of the Federal Home 
Loan banks and insurance corporation. Instead of expanding their own institu- 
tions, as they should have been doing all these years, they now blame the Federal 
system for their own dereliction and failure to serve the people. 

Having done little or nothing about the matter themselves these State super- 
visors now seek, by act of Congress, to cut the Federal savings and loan associa- 
tions down to their own size. They have preferred to befriend the competitive 
interests of the commercial banks rather than serve the people of their respective 
States. Their course of action certainly shows no inclination to strengthen the 
Nation’s savings capital, home-building program and general competitive economy. 
Now when they should be out strengthening their own State financial systems, 
both banks and mutual thrift institutions, they appear before the Senate urging 
the passage of a bill which can do nothing else but restrict and hamper the future 
development of this country 

In speaking of States rights it must always be remembered that a right in- 
volves a responsibility. The first responsibility of everyone in State and Fed- 
eral Government and of every financial institution chartered to serve the Amer- 
ican people is to do its utmost to strengthen this Nation and encourage others 
to do likewise. Their competitive private interests, whether they seek power or 
profit, should be considered as definitely secondary to the national interest. In 
our opinion, those bankers and State supervisors who urge the passage of this 
bill are failing*to observe those principles. They seek to weaken the economy 
of this country for their own private ends. The State supervisors want more 
power over financial institutions. The banks want less competition, although 
they are far larger and stronger than the competitors whom they now attack in 
this bill. The States have within their grasp every right they require to strength- 
en their own system of savings and loan associations, but in deference to their 
banker friends have preferred to let these mutual thrift institutions die on the 
vine. The record of recent years clearly shows the facts to be as herein stated. 

We urge Senator Bush’s subcommittee of the Senate Banking and Currency 
Committee of the United States Senate to reject this Senate bill 975 as detri- 
mental to the national public interest. There is attached hereto a resolution 
unanimously passed by the members of the undersigned league, which includes 
among its members nearly all of the savings and loan associations of this State. 
This resolution opposes any such Federal legislation as that proposed in 8. 975. 

Following is copy of a resolution passed unanimously by the Florida Savings, 
Building Loan League at annual convention assembled November 25, 1952. 

‘Be it resolved, That the officers of the Florida Savings, Building Loan 
League are hereby instructed to continue to support the stand taken by the 
Home Loan Bank Board with respect to its power to authorize branches of 
Federal savings and loan associations, and to actively oppose the imposition of 


legislative restrictions upon the present branch powers of the Home Loan Bank 
Board.”’ 


CLEARWATER, Fua., February 17, 1954. 
Senator BusuH, 
Chairman, Subcommittee, Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 
We respectfully urge the defeat of Senate bill 975. 
Tue First Feperat Savincs & Loan ASSOCIATION 
OF CLEARWATER, 
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First NATIONAL BANK, 
Fort Lauderdale, Fla., Febrwary 10, 1954. 
Mr. Ira Dixon, 
Clerk, Senate Banking and Currencu Committee, 
Senate Office Building, Washington, DG. 

Dear Sir: It is my understanding that the Senate Banking and Currency 
Subcommittee has hearings scheduled on February 16 with regard to limiting 
the establishment of branches of Federal savings and loan associations, 

I respectfully urge the committee to bend every effort toward legislation which 
would limit the establishment of such branches in the same manner that banks 
of the area are limited. It is my considered opinion that promiscuous granting 
of branch establishments of savings and loan associations in an area where such 
branches are prohibited to duly organized and chartered commercial and savings 
banks is a completely unfair practice and has a tendency to unduly penalize the 
operations of such banks. 

Very truly vours, 
: ee C. L. Prerce, 
Member, Competitive Banking Practices Committee, 
Florida Bankers Association. 





AMERICAN NATIONAL BANK OF JACKSONVILLE, 
Jacksonville, Fla., Februar, 13, 1954. 
SENATE BANKING AND CURRENCY SUBCOMMITTEE, 
Care of Mr. Tra Dizon, Clerk, 
Senate Office Building, Washington, D. C. 

GENTLEMEN: May we urge your support of S. 975 limiting establishment of 
branches by the Federal savings and loan associations. 

Surely it is not and was not the intent of Congress to ride roughshod over the 
State laws and practices as is now being done by the Federal savings and loan 
associations. 

If our banks are to survive and perform the function Congress intended them 
to, Congress cannot so favor Federal savings and Ican associations as to enable 
them completely to occupy certain fields, by spreading constantly, when banks 
must and should conform to State laws and therefore may not have branches. 
America did not become great on this basis. 

Banks and Federal savings and loan associations should be dealt with equally 
as to taxes and also both should be allowed to set up the same percentage of tax- 
free reserves to assets. 

Sincerely yours, 
F. W. SHerman, President 


LAKELAND, Fua., February 17, 1954. 
Senator Busn, 
Chairman, Subcommittee, Banking and Currency Committee, 
Senate Office Building. 
We respectfully urge the defeat of Senate bill 975. 
First Feperau Savines & Loan AssociaTION OF LAKELAND, 
ANNIE LEIGH SEssions, Executive Vice President. 


MARIANNA FLa., February 9, 1954. 
Tra Drxon, 
Clerk, Senate Banking and Currency Committee, 
Senate Office Building. 
Am very much in favor of Senate bill 975. Sure conditions in our State and 
economy of our State will be aided by passage this bill. 
Joun L. McFar in, Jr., 
Member, House of Representatives, 
State of Florida. 
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STATEMENT OF First FEDERAL Savincs & Loan AssociaATION oF Miami, W. H, 
WALKER, PRESIDENT 


This association, oldest in the Nation, operating under United States Charter 
No. 1, offers the following: 

Senate bill 975, now before Senator Bush’s subcommittee of the Banking and 
Currency Committee of the Senate, seeks to limit the expansion of Federal 
savings and loan associations by placing the establishment of branches under 
State control. Uncer existing State law and practices this would prevent the 
branch expansion of Federal savings and loan associations in half the States of 
the Union. 

Our Federal savings associations were created to serve all the people of the 
United States, as a national system of mutual thrift and home-financing insti- 
tutions, under the supervision of the Federal Home Loan Bank Board. The 
only reasons given for the passage of 8. 975 is that it will preserve States’ rights 
by preventing savings and loan branches in those States which do not gran 
them to State-chartered savings and loan associations We intend to show, on 
the contrary, that the passage of this bill would be against national public interest 
by greatly restricting the expansion of thrift and home financing; and that the 
issue involved has nothing to do with States’ rights. Instead it would limit the 
ability of a large segment of the American public to enjoy valuable savings and 
loan services to which they are entitled, anc would further encourage unfriendly 
State supervisors to continue curtailing the services of their own State-chartered 
associations, solely for the purpose of expanding their own supervisory powers 
and satisfying the competitive desires of the commercial banks. 

Multiple-office commercial banking thrives throughout the United States 
under various forms, all of them having the same practical effect of permitting 
a relatively small group of individuals to establish additional banking offices 
under centralized individual or holding company control. In the past, many 
bills have been presented to the Congress to prevent multiple-office operations 
under national banking charters. All of them have failed of passage except an 
act in 1927, which prohibited national banks from establishing branches in any 
State that prohibited branches to its own State-chartered institutions. 

That act of 1927 failed of its purpose for the reason that it cid not prohibit 
the establishment of additional banking offices by bank holding companies, 
chains, groups and affiliates, all of which provided the full equivelent and ad- 
vantages of branches. These multiple-office operations of State and National 
banks have continued to grow at an accelerated pace, regarcless of restrictions 
acainst branches. Today the banks of the United States have approximately 
5,000 acditional offices in the form of branches, chains, groups, and holding 
companies. A rose smells just as sweet by any other name. 

Reference is made to section 5155 United States Revised Statutes which defines 
the term “branch” as ‘“‘any branch bank, branch office, branch agency or addi- 
tional office at. which deposits are received, checks paid or money lent.’ On 
September 17, 1952, there was submitted to the Antitrust Subcommittee of the 
Committee on Judiciary a report by Representative Emanuel Celler. This is an 
exhaustive staff report on the concentration of banking capital in this country. 
On page 44 of this excellent work appears the following paragraph: 

‘“‘Whereas national banks, before opening new branches, must receive approval 
from the Comptroller of the Currency, State member banks from the Board of 
Governors of the Federal Reserve System, and nonmember insured banks from 
the FDIC, a bank holding company is free to acquire the stock of any bank and 
for all practical pruposes convert it into an additional branch of its own system.” 

In many hearings in the past on bank holding companies and other devices bv 
which strong groups obtain the control of various banking offices in nonbranch 
States, it is emphasized that multiple-banking offices acquired through the device 
of holding companies, group or chain banking, etec., are the practical equivalent 
of branch banking. Through these devices the policies and operations of various 
additional offices are controlled by a central group as effectively as though these 
additional offices were in the legal form of ‘“branches.”’ 

Now again come the banks to the Congress presenting a camouflaged bill (S. 975) 
which still leaves them with the full and continued authority throughout all 
States to establish additional or multiple-office operations while depriving the 
Federal savings and loan system of that same privilege. In this the State super- 
visors, old-time buddies of the banks, join to strangle the mutual savings insti- 
tutions, as most of them have always done, to yield an important competitive 
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advantage to the banks. This is proposed on the entirely specious theory that 
it will preserve States rights. 

Until the banks and the state banking supervisors come forward with a measure 
which prevents multiple-office operations of banks and savings and loan associa- 
tions alike we cannot construe any such request to the Congress to be in good 
faith. Camouflaged language, under various legal forms and disguises, should 
not blind the eyes of Congress to the fact that multiple-office banking operations 
of anv kind, under centralized private control, are the practical equivalent of 
branches of savings and loan associations. Such a mutilation of the savings and 
loan system as 8. 975 would create should never be presented to the Congress of 
the United States unless it provides that the Federal Home Loan Bank Board may 
establish branches of Federal savings and loan associations in the public interest 
wherever they are needed in those States which permit multiple-office banking 
by holding company, group or chain. Even then such a bill would be definitely 
contrary to the National and State public interest. 

It is no more necessary to cripple end prevent expansion in the services of the 
savings and loan business than to place those same and unnecessary obstacles in 
the way of commercial bank expansion. It will be noted that never has any such 
measure, including 2. 975, been advocated or pressed by the people of this country 
in any State. It is pressed only by bankers seeking competitive advantage with 
the help of their close friends, the State banking supervisors, who seek additional 
power for themselves 

These same banking supervisors, in most States, also exercise supervision over 
savings and loan associations. They have favored the banks at the expense of 
their smaller competitors, the savings end loan assoestions. Without any consid- 
eration for the nations! public interest they want the United States Government to 
limit and hold down the growth and services of our fine mutual thrift institutions, 
which stimulate end gather a considerable portion of the privete savings capitel of 
the Netion and which now do three-eighths of the mortgage financing of all the 
urban homes of the United Stetes. 

In all the attemj ts in recent vears by banks and their State supervisors to stop 
the growth and public services of our system of mutual thrift and home financing 
institutions, no one has ever undertaken to submit proof that the operations of 
these associations anywhere have curbed the growth or injured the banks of 
this country. The establishment of the Federal savings and loan system was 
necessary to serve the thrift and home financing needs of the American people, 
in all States. The svstem has grown rapidly and now serves about 15 million 
American families. Had the banks and State supervisors been able to and willing 
to render these services to the public, our Federal system would not have been 
organized. The record shows conclusively that they are not in position to do so 
at this time, nor is there any evidence that they will be in position to do so in 
future 

The services of the Federal home-loan banks and the Federal Savings and Loan 
Insurance Corporation are available to State-chartered mutual thrift institutions 
as well as to the federally chartered ones. The Federal system therefore does not 
discriminate against State-chartered institutions, nor give any advantage to 
the federally chartered-thrift institutions which the States cannot utilize for their 
own State chartered associations, if they so desire. Many years of experience 
have shown that the State supervisors do not desire to help either their State- 
chartered mutual savings institutions or the federally chartered ones. Most of 
these State supervisors play the game entirely to extend their own authority and 
to favor the competitive desires of the commercial banking institutions. This 
entrenched policy of the banks and their supervisors is entirely contrary to the 
public interest, for the savings and loan associations of the country are encouraging 
thrift and rapidly increasing the much needed savings capital of the Nation. 
Our banking competitors are on weak moral and ethical grounds when they seek 
the assitance of Congress in stifling capital formation in this country. It is essen- 
tial to our national development and security that every proper step be taken to 
enhance the savings of the American people and the financing of their homes. 

It seems strange indeed that the mutual savings banks of this country, which 
operate in only 17 States and have about half their capital in one State, should 
join the commercial banks and the State banking supervisors in this effort to 
grind down our splendid system of mutual savings institutions. We have been 
rendering faithful and ever-increasing services to the people of the whole country, 
most of whom the mutual savings banks themselves do not serve. 

There is nothing sacred about the word ‘‘bank.’’ As large as thev are, and as 


vast and essential as their services to the public may be, the commercial banking 
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systems constitute only one important element in our national economy. This 
Nation could not survive without them, yet it is hard to live with them. They 
and their State supervisors appear determined to weaken and destroy any other 
financial system which dares to compete with them, no matter how important the 
services of that system may be to the American people or to the future of this 
country. We cannot believe that it is within the heart and conscience of Congress 
to be a party to such attacks on other financial systems and the national welfare 
There has never been presented a shred of evidence to show that savings and loan 
associations have failed to render greativ needed services to the thrifty families of 
this Nation who desire to save and own homes. 

The weakness of the banking position in 5. 975 is clear from the fact that they 
have been fighting among themselves for three-quarters of a century, Che 
Independent Bankers Association nearly always has bills before the Congress 
to curb the expansion of their larger brethren. Some of these are before the 
Congress now. The only one ever passed was the aforementioned act of 1927 
which has never been effective because it did not prevent the establishment of 
additional offices of national banks in nonbranech States. It turned out to be 
nothing more than a play on language, for powerful groups in the national banking 
business have continued unabated to accomplish the same results as before by 
the acquisition of additional offices under holding company. chain, and group 
control. 

These are devices which it is impossible for mutual savings and loan associations 
to employ, for each association is owned by thousands of people, no one of whom 
can cast more than a very limited number of votes. We contend that if any small 
group of bank stockholders are entitled by any method to acquire additional 
offices, that same privilege should be open to savings and loan associations and 
other mutual thrift. institutions: through the establishment of branches. Our 
associations and the few State supervisors who recognize our great value to the 
American public, have never appeared before the Congress to oppose the extension 
of banking services. Yet, the banks, which for generations have been fighting 
each other, join every vear in asking Congress to curtail the essential expansion 
and services of the Federal savings and loan associations. This is neither ethical 
nor good public policy, for the people of this country need all the savings and 
homes they can provide through our institutions. 

The inconsistency of our opponents is clearly illustrated by the situation in 
New York, where the commercial banks have been making every effort to limit 
the branch expansion of the great mutual savings banks of that State. The recent 
convention remarks of Mr. Robert M. Catharine, president of the National 
Association of Mutual Savings Banks, were quoted in the American Banker of 
May 12 and 13, 1953, as follows: 

‘*What we object to very strenuously is any ettempt on the part of the com- 
mercial banks to restrict our growth in our own field. This is just what the 
commercial banks are attempting to do. There are many communities in my 
State (New York) which have no savings bank facilities, but we cannot service 
these communities. This is because our law prevents us from placing branches 
in these areas. We have not beey able to get our Jaw changed for the sole reason 
that the commercial banks oppose us and they are powerful in the legislature. 
We do not intend to abandon the proposel for branch legislation in New York 
State We will bring it forward agein and again until it is finally successful The 
public must be served. Sooner or later, an aroused public opinion will carry the 
day and we will have our branch bill.”’ 

Savings and loan association have never attempted to restrain the development 
of these great mutual savings banks, but the commercial banks and their friendly 
State supers isors have done so. 

It is significant that these mutuel savings banks feel it is all right for them to 
have branches but not for their sister mutual savings institutions, the savings and 
loan associations, to have them It is strange that the mutual savings benks 
should take this position to protect their own competitive interests in just a few 
States, and at the same time seek restrictions upon our associations’ savings services 
throughout the entire Nation. Apparently they think branches are all right for 
them, but not for us. Nothing could better illustrate the fact that these bankers 
are not as much coneerned ahout the public and national interesti es they are 
about serving their own limited competitive interests. The national public 
interest is forgotten 

The passage of Ss Q75 would forever doom the needed expansion of SAVINGS Bl d 
loan facilities in many St Les, due to the entrenched politics ] and economic power 
of commercial banks, working in conjunction with state banking supervisors. 
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To illustrate, let us examine the situation in Florida. It is typical of many. In 
Florida the State comptroller supervises financizl institutions of all classes, except 
insurance companies. Experience has shown legisletion affecting finencisl insti- 
tutions cannot pass without his suthorization and endorsement. Usually he 
prepares end sponsors the bills. This is one of the fastest growing St>tes in the 
Union, with an outstanding need for savings and home financing institutions. Yet 
in Florida there are only e. handful of Stete-chartered associations, all of them 
smell. There are no mutusl savings banks. Practicelly all of the mutual thrift 
and home finencing resources of the State are provided by Federal savings and 
loan associstions. 

In Florida there are over 50 Federals. Their aggregate resources are about 
20 times that of all State-chartered associations combined. The growth of these 
Federals each year exceeds the entire resources of the State-chartered system, 
illustrating the demand for their services by the people. Nothing has been done, 
and nothing is in contemplation, to provide State-chartered mutual thrift facilities 
or to encourage the expansion of the Federal system. Every branch requested by 
a Federal, no matter how great the public need for it may be, is protested by the 
State comptroller. Yet the few branches granted by the Federal Home Loan 
Bank Board over his protest have achieved outstanding success without injuring 
other financial institutions. Many communities are yet unserved by adequate 
savings and loan facilities. The Federals daily are being urged by people to 
provide additional branch services. Can it be said that the attitude of the 
government of Florida is in the public interest? Will Florida ever become self- 
sustaining financially if such hostile policies toward all mutual thirft and home 
financing institutions are continued? Passage of S. 975 would assure their con- 
tinuance, entirely contrary to public interest and desire. 

In this State there are four times as many banks as there are mutual thrift 
institutions. Branch banking is legally prohibited. In the last session of the 
legislature, under guidance of the State comptroller and in contemplation of the 
passage of 8.975, a law was passed prohibiting branches of State-chartered savings 
and loan associations. The State comptroller will neither charter new State 
associations in Florida, nor permit the few small ones now in existence to establish 
branches. In other words, a death sentence has been imposed in this State upon 
the expansion of the savings and loan business, and there are no mutual savings 
banks. But new commercial banks are, nevertheless, chartered freely, and are 
permitted all the branches they want through the device of group or chain banking. 
There are many such groups, each having from 2 to 23 offices. One such group 
has greater resources than the entire savings and loan system of the State. In 1] 
small group a single man is president of all 6 banks. That these groups are the 
full equivalent of branch banking is beyond question. 

These groups control far more than half the banking resources of the State. 
They have been an important and powerful factor in the building of Florida. 
Yet they enjoy no monopoly in the field of local or State banking. We believe 
they and their independent competitors are bigger and stronger today because 
of the operation of the Federal savings and loan associations in this State. And 
we believe the same thing is true in all States, so long as group or branch banking 
gives no monopoly to those who engage in it. There is no use hiding behind 
technical language. Group- or holding-company operation is branch banking 
at full balst 

The passage of 8. 975 would forever dcom the competitive vigor of Federal 
savings and loan associations in this State where the people urgently need and 
continually request the expansion of association facilities. All the Federals ask 
is the right to live, grow, serve, and compete. In Florida we do not want to be 
reduced to the impotency of State-chartered mutuals, as this 8. 975 contemplates. 
The Federals have played a great and honorable role in the building of this State 
and Nation. We object to Congress handing the executioner’s sword to those 
competitors who would destroy our effectiveness in many States and hundreds of 
communities. 

The only reason given by the proponents of 8. 975 for the passage of such a 
bill is to preserve States rights. The rights of the States and of the Federal 
Government are derived from the Constitution of the United States, as inter- 
preted by the courts. Under those legal decisions there can be no question that 
the Federal Home Loan Bank Board has the right to grant branches to Federal 
savings and loan associations in every State. Other testimony has been, or will 
be, submitted to demonstrate clearly that this right has been exercised with 
great restraint and caution and that the branches which have been granted have 
achieved great success in their service to the public. 
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The constitutional right of the national banking and the Federal savings and 
loan systems to have branches cannot be successfully challenged. Both of these 
are national systems of financial institutions, limited in their chartering and the 
character of their operations only by the policies preseribed by Congress. Neither 
of these systems would have been established by the Congress had they not been 
badly needed. Neither of them could now be curtailed in their expansion and 
services without grave danger to the American public and the Nation. Both the 
State and national systems of banks and mutual thrift institutions should always 
have the opportunity of expansion and improving service to the people. It is 
accepted American principle that they operate side by side in free and open 
competition. 

In mentioning States rights we can only assume that our opponents refer to 
some vague ethical or moral right, upon the assumption that discrimination is 
practiced in favor of these nationally chartered institutions against those chartered 
by the States. In the savings-and-loan business such is definitely not the case, 
since the State-chartered associations have free access to the Federal home loan 
banks and to the insurance of accounts by the Federal Savings and Loan Insurance 
Corporation. The State supervisors have failed to develop their own systems 
of mutual-thirft institutions by failing to encourage the services of the Federal 
home loan banks and insurance corporation. Instead of expanding their own 
institutions, as they should have been doing all these years, they now blame the 
Federal system for their own dereliction and failure to service the people 

Having done little or nothing about the matter themselves these State super- 
visors now seek, by act of Congress, to cut the Federal savings and loan associa- 
tions down to their own size. They have preferred to befriend the competitive 
interests of the commercial banks rather than serve the people of their respective 
States. Their course of action certainly shows no inclination to strengthen the 
naticn’s savings capital, home-building program and general competitive econ- 
omy Now when they should be out strengthening their own State financial 
systems, both banks and mutual-thrift institutions, they appear before the Senate 
urging the passage of a bill which ean do nothing else but restrict and hi amper the 
future development of this country 

In speaking of States rights it must always be remembered that a right involves 
a corresponding responsibility. The first responsibility of everyone in State and 
Federal Government and of every financial institution chartered to serve the 
American people is to do its utmest to strengthen this Nation and encourage others 
to do likewise. Their competitive private interests, whether they seek power or 
profit, should be considered as definitely secondary to the national interest. In 
our opinion, those bankers and State supervisors who urge the passage of this bill 
are failing to observe those principles. They seek to weaken the economy of this 
country for their own private ends. The State supervisors want more power over 
financial institutions. The banks want less competition, although they are far 
larger and stronger than the competitors whom they now attack in this bill. The 
States have within their grasp every right they require to strengthen their own 
system of savings and loan associations, but in deference te their banker friends 
have preferred to let these mutual-thrift institutions die on the vine. The record 
of recent years clearly shows the facts to be as herein stated. 

This association respectfully urges the subcommittee of the Senate Banking and 
Currency Committee, to whom this communication is directed, to reject Senate 
bill 975 in its entirety. 


MiaM1, Fxa., February 11, 1954. 
Ira Dixon, 
Clerk, Senate Banking and Currency Committee, 
Senate Office Building: 

I urge adoption of S. 975 limiting establishment of branches Federal savings 
and loan associations. Direct competition for people’s savings with State-char- 
tered associations and State and National banks who are not permitted to establish 
branches in certain States results in an unfair advantage and an unsound policy. 


Ricuarp C. Boaas, 
Wrecutive Vice President and Trust Officer, Little River Bank & Trust Co 
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Miami, Fua., February 10, 1954. 
Ira Drxon, 
Clerk, Senate Office Building, 
Senate Banking and Currency Subcommittee: 

Under the laws of the State of Florida National and State banks are prohibited 
from having branches. Permitting of branches to them in Florida by the Federal 
Home Loan Bank Board affords savings and loan associations an unfair dis- 
criminatory and competitive advantage over the State and National banks. This 
situation can only be corrected by passage of Senate bill S. 975 scheduled for 
hearing before your committee on February 16. The bankers of Florida urgently 
request the support of your committee in obtaining passage of this bill. 

Ratea W. Crum, 
Member FBA Competitive Banking Practices Committee, 
President, First National Bank of Miami. 


RIVERSIDE Bank, 
Miami, Fla., February 9, 1954. 
Mr. Ira Dixon, 
Clerk, Senate Banking and Currency Commiatiee, 
Senate Office Building, Washington, D. C 
Dear Mr. Dixon: It is our understanding that hearings will be held before 
the Senate Banking and Currency Subcommittee on February 16, 1954, on Senate 
bill 975. 
We would like to express our support of this bill that limits the establishment 
of Federal savings and loan association branches. 
Thank vou for your attention. 
Very truly yours, 
T. F. Dunuap, 
Member Competitive Banking Practices Committee, 
Florida Bankers Association. 





THE FLoripa NatTionat Bank aT St. PETERSBURG, 
St. Petersburg, Fla., February 9, 1954. 
Mr. Ira Drxon, 
Clerk, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear Sir: As a banker in a State which does not permit branch banking, I 
strongly urge support of bill 8. 975 ‘‘which limits extablishment of branches for 
Federal savings and loan associations,’’ scheduled to be heard February 16. 

As a case in point, the First Federal Savings & Loan Association of St. Peters- 
burg has recently established two branches in our suburbs and now has resources 
in excess of $55 million. I do not believe this is in line with restrictions placed 
upon banks in this State. 

Yours very truly, 
Barr RrmeEr, President. 





Sarasora, Fua., February 17, 1954. 
Senator Busu, 
Chairman, Subcommittee of Banking and Currency Committee. 
We respectfully urge the defeat of Senate bill 975. 
P. R. Cuuer, 
Executive Vice President, First Federal Savings and Loan Association, 


Sarasota 


Sarasova, Fua., February 12, 1954. 
I. Drxon, 
Clerk, Senate Banking and Currency Committee, 
Senate Office B alding, Washington, p<, 

As a Florida banker I strongly urge the enactment of 8. 975 relating to limiting 
branches of Federal savings and loan associations. The bill, as presently written, 
states that loan associations should conform to-rules and regulations of the States. 
In Florida no branch banks are allowed, and all bankers feel that savings and loan 
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associations should be regulated thusly in the State of Florida Again I urge the 
adoptior of 8S. 975 as presently writte 


Emmet Appy, 
Vice President, Sarasota Bank & Trust Co 


TALLAHASSEE, Fua., February 15, 1954. 


’ j 


IrA Dixon, 
Clerk, Senate Bank ing and Curre ney Committee, 
Senate Offi ( Bu lding: 
Urgently request that Senate Banking and Currency Subcommittee take 
favorable action on Senate bill 975 


({ODFREY SMITH, 
Vice President, Capital City National Bank 





First FEDERAL SAVINGS AND LOAN ASSOCIATION OF TAMPA, 


Tampa, Fla., February 16, 1954 
Senator Busy 


Chairman, Subcommitiee, Banking and Currency Committee 
Senate Office Building, Washington, D. C 


We respectfully urge the defeat of Senate bill 975. 


First FepeRAL SAVINGS AND 
LOAN ASSOCIATION OF TAMPA, 
By Joan Darton. 


GEORGIA BANKERS ASSOCIATION, 


Atlanta, Ga.. February 12, 1954 
Hon. Prescorr Busu, 


Senate Office Building, Washington, D. C. 

DeAR SENATOR Busu: Enclosed is a copy of a resolution that has been adopted 
by the Georgia Bankers Association. 

It. is our understanding that your Subcommittee on Securities, Insurance, and 
Banking will conduct hearings on 8. 975 next week. We would like to file this 
resolution with your committee to be included in the official records of the hearing. 

Sincerely yours, 
WituraM H. Hoscu, Secretary. 


RESOLUTION 


Whereas at the present time Federal savings and loan associations are not 
restricted by law as to the establishment of branches, approval of such branches 
being vested with the Home Loan Bank Board; and 

Whereas the Home Loan Bank Board has attempted recently to provide for 
savings and loan branch restrictions by resolution rather than legislation, quali- 
fying its resolution with the opinion that branch banking and holding company 
banking and any affiliation of banks is one and the same and that savings and loan 
associations should be permitted statewide branch privileges in any State where 
any of the above systems of banks are located—this interpretation of the methods 
of bank operation being contrary to existing laws and banking opinion; and 

Whereas almost every State in the Nation has laws restricting the establishment 
of branches by State-chartered banks, with national banks being directed by 
legislation to follow the State law regarding the establishment of their branches; 
and 

Whereas this places banks in an unfair position with savings and loan associa- 
tions and other such competitive financial institutions; and 

Whereas there is pending before Congress a bill, Senate bill 975, which under 
takes to provide for legislative restrictions on branches of Federal savings and 
loan associations: Now, therefore, be it 

Resolved, That the Georgia Bankers Association approves the purposes and the 
contents of Senate bill 975, suggesting, however, that this bill be amended so as 
to restrict Federal savings and loan branches to the existing State law regulating 


branches of State-chartered savings and loan associations, or in the absence of 
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such a law, to the existing law in each State regulating branches by banks; be it 
further 

Resolved, That the Georgia Bankers Association is of the opinion that the matter 
of savings and loan branches should be corrected through legislation and not by 
resolution such as the Home Loan Bank Board proposes—such resolution being 
subject to change at the discretion of a future board; and be it further 

Resolved, That a copy of this resolution be placed in the hands of the Senate 
subcommittee which has scheduled hearings on Senate bill 975, and that copies be 
sent to Georgia’s congressional delegation in Washington and copies also sent to 
proper officials of the American Bankers Association. 

This is a true copy of the resolution adopted by the executive council of the 
Georgia Bankers Association on February 12, 1954. 

WitiuiaMm H. Hoscn, Secretary 


Boisk, [pano, February 9, 1954. 
Hon. Prescott 8. Busu, 
Senate Office Building, Washington, D. C.: 
We desire favorable action on Senate bill 975 which limits branches of Federal 
savings and loan associations. 
AusTIN SCHOUWEILER, Commissioner of Finance. 





SPRINGFIELD, Iuu., February 10, 1954. 
Senator Prescorr 8. Busu, 
Senate Office Ruilding, Washington, D. C.: 
Strongly recommend favorable action on S. 975 limiting branches of Federal 
savings and loan associations. 
OrvVILLE E. Hopae, 
Auditor of Public Accounts, State of Illinois. 


oe 


SavINGs AND LOAN LEAGUE OF INDIANA, 
Indianapolis, Ind., February 5, 1954. 
Senator Homer FE. CaprEHARrT, 
Senate Office Building, Washington, D. C. 


Dear Mr. Capenart: Here in Indiana as you well know we have a Hoosier 
horror of regulations. Having been through 20 vears of control and regulation 
we feel that the new administration is our first opportunity to relieve ourselves 
of laws and regulations which tend to restrict our operations and restrict our 
services to the people of Indiana. 

Senate bill 975 apparently has for its sole purpose an additional restriction on 
savings and loan associations. If I thought that you had no knowledge of the 
good which our institutions do for the public and how they are operated almost 
entirely in the public’s interest, then it would be necessary to tell you all about 
them. Your acquaintance in Indiana and elsewhere among savings and loan 
people and your knowledge of our business makes such a sales talk entirely 
unnecessary. 

There are 231 savings and loan associations in Indiana. Seventy-three of this 
number have Federal charters. Five of those having Federal charters operate 
branches for the convenience of and service to their customers in communities 
adjacent to the principal office. Some of our competitors have chosen to make a 
big issue of this question of branch offices which to us is no problem at all. 

If you have need for information on the subject or would like to know the 
opinions of Indiana savings and loan people I can assure you that the facilities 
of the league office are at your service. You may wonder just what services we 
have that can possibly help you in this instance. Let me list just a few: 

1. Personal acquaintance with every savings and loan manager in the State. 

2. All associations are members of the league. 

3. We have addressograph plates and mailing facilities for all of our members. 

4. We can give you intimate details of where and why each and every branch 
in Indiana was established. 

Sincerely, 
Liste W. TINSMAN, 
Executive Vice President. 
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STATE oF Iowa, 
DEPARTMEND OF BANKING, 
Des Moine 8s, Towa, Fe hruary 9, 1954. 
Hon. Homer E. Caprenart, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. C 


Dear SENATOR: On behalf of the State Banking Board of the State of Iowa, 
a department supervising 559 Iowa State chartered banks, we endorse the under- 
lying principle with respect to the establishment of branches by Federal savings 
and loan associations as set out in 8. 975 now before your committee, and on 
which hearings are to be held by your committee in Washington, D. C 
February 16 and 17, 1954. 

The limitations set out in 8. 975 on the establishment of such branches appears 
to be on a basis fairer to the sovereignty of the several States than the method 
of limitation set. up in a resolution of the Home Loan Bank Board (No. 6672 
as published in the Federal Register on December 19, 1953, and on which the 
Home Loan Bank Board held hearings in Washington, D. C., on February 1, 
1954, and which resolution was vigorously opposed by the members of the lowa 
State Banking Board and by the members of the committee on Federal legislation 
and the executive officers of the lowa Bankers Association. 

In Iowa branch banking is prohibited by a specific statute (sec. 528.51, Code 
of Iowa) and there is no Iowa statute authorizing branches by State building 
and loan associations in Iowa. Therefore, in our opinion, 8. 975 will be a more 
equitable way for authorizing and limiting the establishment of branches by 
Federal savings and loan associations. 

We hope that such a method of limitation will prevail by the passage of S. 975. 

Upon behalf of the Iowa State Banking Board, this is 

tespectfully submitted. 


on 


N...b.: BLACK, 
Superintendent of Banking, Chairman of the Banking Board. 


Iowa BANKERS ASSOCIATION, 


Des Moines, February 9, 1954. 
Hon. Homer E. Capeuarr, 


Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 


My Dear Senator: Upon behalf of the committee on Federal Legislation and 
upon behalf of the executive officers of the Iowa Bankers Association, an associa- 
tion representing every one of the 664 banking institutions in lowa, we with the 
members of the lowa State Banking Board jointly endorse the underlying principle 
with respect to the establishment of branches by Federal savings and loan. associa- 
tions as set out in 8. 975 now before your committee, and on which hearings are 
to be held by vour committee in Washington, D. C., on February 16 and 17, 1954 
The limitations set out in S. 975 on the establishment of such branches appears 
to be on a basis fairer to the sovereignty of the several States than the method of 
limitation set up in a resolution of the Home Loan Bank Board (No. 6672) as 
published in the Federal Register on December 19, 1953, and on which the Home 
Loan Bank Board held hearings in Washington, D. C. on February 1, 1954, and 
which resolution was vigorously opposed by the members of the Iowa State Bank- 
ing Board and by the members of our committee on Federal legislation and the 
executive officers of the Iowa Bankers Association. In Iowa branch banking is 
prohibited by a specific statute (sec. 528.51, Code of Iowa) and there is no lowa 
statute authorizing branches by State building and loan associations in lowa 
Therefore in our opinion, 8. 975 will be a more equitable way for authorizing and 
limiting the establishment of branches by Federal savings and loan associations 
We hope that such a method of limitation will prevail by the passage of S. 975 

Upon behalf of our committee on Federal legislation and the executive officers 
of this assiciation, this is 

Respectively submitted 

Federal Legislative Committee of IBA, H. Lee Huston, Chairman, 
Columbus Junction, W. P. Ronan, Vice Chairman, Decorah, 
C. K. Cullings, Vice Chairman, Exira; Administrative Committee 
of IBA. Lee A. Holland, President, Washington, Joe Menges, 
Vice President and Treasurer, Alta Vista, Harry S. Lekwa, 
Retiring President, Ackley, Frank Warner, Secretary. 
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STATEMENT OF COMMITTEE ON FEDERAL LEGISLATION, KANSAS BANKERS 
ASSOCIATION, Frep M. BowMan, EXecuTIvE SECRETARY 


The Kansas Bankers Association urges the passage of 8. 975. Historically, 
Kansas has not approved branch banks, offices, or places of business, and it has 
a strict statutory prohibition against a branch bank or branch office or agency or 
place of business. Likewise, the Kansas Legislature has not approved nor au- 
thorized branches or branch offices or places of business for savings and loan 
associations, 

Historically, Kansas has been and is opposed to government by rule and regu- 
lation, and the Kansas Legislature steadfastly has refused to grant State govern- 
mental agencies the power to adopt rules and regulations, except such as cover 
ministerial or internal organization matters. It is a sound assumption to say 
Kansas people feel, that on matters of such importance and far reaching effect as 
contained in 8S. 975, Congress should act 

The right of any State to determine its own internal affairs relative to the type 
and kind of its financial institutions should be protected by Federal statute, and 
not left to the whim or fancy of a few individuals whose proposals have the 
effect of law. The proposed regulations of the Home Loan Bank Board relative 
to branching of Federal savings and loan associations points up the pertinence of 
our statements, since that Board already has stated such proposed regulation 
would be interpreted to permit the branching of Federal savings and loan associa- 
tions in Kansas. That Board based its statement upon that part of the proposed 
regulation which defines the operation of chain, group, or affiliated financial 
institutions as branch banking, and then by stating that Kansas permits chain 
banking. This latter statement is strongly protested, inasmuch as the Kansas 
Banking Code and its application do not permit any portion of the reserves of 
a State bank to be carried in any other bank having the same stockholder or 
stockholders; and likewise the Kansas Banking Code requires that a majority of 
the board of directors of any State bank be residents of the county where the 
bank is located or an adjoining county. This latter provision relating to adjoin- 
ing counties was incorporated to take care of banks which are located in cities 
near or spreading across a county line. Our banking code and its application 
contain other matters which require each bank to be a separate and distinct 
financial institution and operated as such. Duties imposed upon the board of 
directors are severe and strict 

Congress should act favorably on 8. 975 and make it a part of the law of the 
land in order that States will know their position. The prepared regulation 
published by Home Loan Bank Board in Federal Register on December 19, 19! 
should not be placed in effect. 





Topeka, Kans., February 14, 1954. 
Hon. Senator Prescort 8. Rusa, 
Care Ira Diron, Clerk, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 

My Dear Senator: May I respectfully urge your favorable consideration 
of 8. 975 since I keenly feel the necessity for such a law. Anything so vital as 
branch operation of financial institutions accepting people’s deposits should be 
controlled by Congress and not by regulation. Kansas statutes do not permit 
branches or separate places of business and our law contains certain safeguards 
against chain banking. It seems wise to give the people this protection of the 
moneys they deposit since it results in sounder independent institutions. 

Evmer T. Beck, Bank Commissioner of Kansas. 


State oF LOvISIANA, 
StaTE BANKING DEPARTMENT, 
New Orleans, February 11, 1954. 
Senator Prescort 8. Busu, 
Chairman, Subcommittee of Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Senator Busn: Hon. Homer E. Capehart, chairman, Senate Banking 
and Currency Committee has introduced 8. 975, which has for its purpose the 
limiting of branches of Federal savings and loan associations. 

As supervisor of savings and loan associations in Louisiana, I feel such a bill 
is fair and equitable and if enacted would place the Federal savings and loan asso- 
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ciations in the same position with re spect to branches as is now enjoyed by other 
similar-type institutions operating in the various States 

I am of the firm opinion that the procedure by which Federal savings and loan 
associations are authorized to operate branches should be laid down by the C 





gress. Senate bill 975 would accon plish this purpose adn irably 

Le gislation on this question Is necessary because of the position which has been 
taken by the Home Loan Rank Board The Board has seen fit in the past to 
permit Federal associations to operate branches beyond State limitations, and in 


addition has permitted Federal associations, organized in one State, to have 
branches in another State Such a policy is not in harmony with the dual banking 
system and is actually an invasion of States rights 
May I respectfully urge your continued support and assistance in obtainil 
a favorabie report from your committee in the final enactment of this legislation 
Respectfully yours, 
kK. F. Fou.ert, 
State Bank Comissioner and Supervisor of Homestead and Building and 
Loan Associations 


STATE BANKING DEPARTMENT, 
Baltimore, Md., February 9, 1954. 
Hon. Homer E. Capenart, 
Chairman, Banking and Currer 4 Con matter 
Senate O fhice B ling, Was} ngqton, D. ¢ 


Dear Senator Capenart: We have been advised through the press: that 
hearings on Senate bill 975, which is a bill pending before Congress to limit 
branches of Federal savings and loa associations, will be held on Tuesday, 
February 16, and while it is impossible for this department to be officially repre- 
sented on that day at the hearing, we are desirous of giving you our views on this 
all-important legislation 

As you are aware, the policy of branch offices of Federal savings and loan asso- 
ciations | 





been subject to much criticism by the various supervising authorities 
because of the disregard of States rights by the Home Loan Bank Board in 
administering their branch-bank policies It is the writer’s sincere judgment 
that if we are to preserve the soundness and strength of our banking system, that 
is the national banking system and the 48 State banking systems, it is essential 
that the States rights within their own boundaries be preserved, insofar as the 
control of the financial institutions operating within their boundaries is concerned. 

There has been existing for may years a definite understanding between the 
Office of the Comptroller of the Curreney and the National Association of Super- 


visors of State Banks, of which the writer is a past president and currently on the 





executive committee of that association, with reference to branch banking 
The Comptroller has always regarded the States rights in granting branch fran- 
chises because the national banking law so provided. 

We therefore believe it entirely right°and proper for Congress to enact legis 
lation controlling branches of Federal 
to the control now existing by law on national banking associations. We there- 
fore urge your committee to give favorable consideration to Senate bill 975, with 
such amendments as Congress might feel justified in considering, so that the 
granting of branches by Federal savings and loan associations through the Home 
Loan Bank Board shall be fixed by statute 

Thanking you for your consideration of this request, I am 

Very truly vours, 


savings and loan associations comparable 


J. D. HospELHoRN, 
Dep ity Bank Commissione 


3osTon, Mass., February 15, 1954. 
Ina Drxon, 
Chief Clerk, Banking and Currency Committee, 
United States Senate: 

The board of directors of the North Eastern Federal Savings League which is 
the trade organization for Federal savings and loan associations in the six New 
England States oppose Senate bill 975 if enacted Senate bill 975 would seriously 
restrict the services of Federal savings and loan associations and take away 
from the general public the right to transact business with Federals in areas 
where their services are much needed / 

CarTER K. RUGGLEs, 
Erect itive Vice Pre side nt, North Easte n Federal Savings Leaque. 
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LansinG, Micu., February 12, 1954. 
Senator Homer E. Caprenarr, 
Chairman, Banking and Currency Committee, 
United States Senate: 


As commissioner of banking for the State of Michigan I solicit your support in 
favorable consideration of Senate bill S. 975 limiting branches of Federal savings 
and loan associations. 

Maurice C, EveLanp, 
Commissioner of Banking. 


MINNESOTA BANKERS ASSOCIATION, 
Minneapolis, February 11, 1954. 
Hon. Prescorr Busu, 
United States Senator, Washington, D. C 


Dear Senator Busy: On January 20, 1954, I filed a brief with J. Francis 
Moore, Secretary, Home Loan Bank Board, vigorously protesting the amending 
of sections 145.14 and 145.15 of the Rules and Regulations for the Federal Savings 
and Loan System by the Home Loan Bank Board. 

I objected on the grounds that the proposed amendments were inconsistent 
with the intent and meaning of the Home Owners Loan Corporation Act; were 
unreasonable and arbitrary and a delegation of powers never intended by Congress. 

I pointed out that the Home Loan Bank Board has no statutory authority to 
authorize branches and such a rule as is being attempted by it, is an invasion of 
the rights of Congress to legislate upon this all-important problem. Congress 
never intended to delegate such broad power to the Home Loan Bank Board, and 
nowhere in the Home Owners Loan. Act is there any mention pertaining to the 
establishment of branches by Federal savings and loan associations, and where 
in that act can one imply that the Home Loan Bank Board has the power to 
establish branches? I cannot find such powers in the act. Requirements for 
adherence to legislative authority should be directed and clarified. Congress 
never intended the establishment of a third banking system in which billions of 
dollars of the publie’s savings is involved without due regard for controlling 
legislation. It is important that savings and loan associations be required to 
confine their activities to the law as it was originally approved. 

The Board has heretofore exercised the power to authorize the establishment 
ard operation of savings and loan association branches. It is appropriate, there- 
fore to point out that such previous acts do not establish or create any authority 
in the Board to authorize branches. The Supreme Court bas several times em- 
phasized that where questions of an administrative authority’s jurisdiction are 
concerned, the authority’s practice is not conclusive. 

“The determination of the extent of authority is given to a delegated agency 
by Congress is not left for the decision of him in whom authority is vested.” 
Addison v. Holly Hill Fruit Products (322 U. 8. 607, 616 (1944)) 

Administrative determinations must have a basis in law and must be withIn 
the granted authoritv. Administration when it interprets a statute so as to make 
it apply to particular circumstances acts as a delegate of the legislative power. 
“* * * An agency may not finally decide the limits of its statutory power. That 
is a judicial function.” Social Security Board v. Nierotko (327 U.S. 358, 369 (1946)). 

The Minnesota Bankers Association, therefore, wholeheartedly supports S. 975 
and urges its recommendation to pass by vour subcommittee. 

The tremendous investment by the public in savings and loan associations in 
recent years makes it imperative for the Home Loan Bank Board to act carefully 
and wisely in this all important matter and not usurp any function that belongs 
strictly to Congress. 

Very truly yours, 
R. J. Jutxowsk1, General Counsel. 





ADRIAN, MINN., February 16, 1954 
Hon. Prescorr Busn, 
Senate Banking and Currency Committee, Washington, D. C.: 
Respectfully request approval by your committee of 8S. 975 prohibiting estab- 
lishment of savings and loan branches in Minnesota. 
H. G. Knips, 
Vice President, Adrian State Bank. 
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STaTe BANK oF ANOKA, 
Anoka, Minn., February 16, 1954 
Hon. Prescotrr Busn, 
United States Senator, 
Chairman, Senate Banking and Currency Subcommittee, 
Wash ngton 25, D. C 


DEAR SENATOR Busn: May we take this opportunity to encourage, through your 
subcommittee, a favorable attitude toward Senate bill S. 975, which will prohibit 
the establishment of savings and loans branches in those States that prohibit 
banks from establishing branches. We feel quite deeply about this situation that 
exists in Minnesota, as it is a situation that is discriminatory to say the least 

As a member of the American Bankers Association, the Minnesota Bankers 
Association, and the Independent Bankers Association, we have always raised 
our voices in protest against branch banking or anything that resembles branch 
banking, on the basis that the independent banks of America are doing their job 
adequately, even in the face of some adverse legislation 

It is, therefore, important to us that Senate bill S. 975 be wholeheartedly 
supported and enacted into law without delay 

Respectfully yours, 
STaTE BANK OF ANOKA, 
G. L. Bryan, Cashier. 


AusTIN, MINN., February 16, 1954 
Hon. Prescott Bus, 
Banking and Currency Committee, Senate Office Building: 

We urgently solicit your support of S: 975. ° We do not believe home loan bank 
was intended to have such broad powers. This is a matter of extreme importance 
and is a function of Congress alone. 

A. H. HaakENson, 
President, Austin State Bank. 


AusTIN, MINN., February 16, 1954. 
Hon. Prescorr Busn, 
Banking and Currency Committee, Senate Office Building: 

We urge vour favorable recommendation of bill 8S. 975, to authorize the Home 
Loan Bank Board to approve branches of savings and loan associations appears to 
us to be unwarranted extension of their authority and we view it as very contrary 
to public policy. The potential jeopardy to this country’s dual banking system 
should be recognized and guarded against. 

C. W. Wikis, 
Chairman of the board, First National Bank of Austin, Minn. 





Baat EY, MINN 7 February 16, 1954. 
Hon. Prescorr Busu, 
Chairman, Subcommittee Banking and Currency Committee 
Senate Office Building, Washington, D. C 
Minnesota does not permit branch banking in fairness urge favorable action on 
S. 975. ‘ 
A. F. KalIsEr, 
President, the First National Rank of Bagley. 





BARNESVILLE, MINN., February 16, 1954, 
Hon. Prescorr Busan, 
Banking and Currency Committee 
Senate Office Building, Washington, D. C. 

We support the bill before your’ com#hitteé on Senate bill 8. 975 and ask your 
support for same. It is vital that Congress have full authority to regulate and 
wisely scrutinize branching out of savings and loan associations in the interest of 
the billions of dollars of the public’s savings that must be safeguarded. 

First NaTionNAL BANK OF BARNESVILLE, 
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Bemips1, MiInn., February 16, 1954 


( urman. PRankina and Currenc Committee. 
Senate Office Ruilding, Washington, D. C. 


Will gre atl appreciate our support on 8. 975 


N. A. WELLE, President, First National Rank 


Bimipst, MINN., February 16, 1954 
Hon. Prescorr Busu, é 


Chairman, Ba King (‘ommiuttee, 
Senate Office Bul ting, Washington, ra ey 
We urge you to support the Senate bill No. 975. Thank you. a e 
NORTHERN NATIONAL BANK. 
Cansy, MINN., February 16, 1954. 
Hon. Prescorr Busn, % e 
Banking and Currency Committee, 
Senate O flice Building, Wash ngton, oe. 
Kindly act favorably on 8. 975. We believe Congress did not intend that the 
savings and loan association should operate without restrictions. With branches 
it would mean a concentration of savings. This would eventually affect our 
servicing farmers, business, etc., with loans. 
H. W. Reiter, 
President, National Citizens Bank. 
Hon. Prescorr Busu, 


CLEARBROOK, MINN , Fe bruary 16, 1954. 
Hon. Prescotr Busan, 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
We are wholeheartedly in favor of 8. 975 bill and urge its reeommendation to 
pass by your subcommittee. 
A. HENDERSON, 
Cashier, First State Bank. 


Corronwoop, Minn., February 16, 1954. 


Senate Office Building, Washington, D. C. 
Urge favorable consideration Senate file 975. Equalizes rights of banks and 
associations 
Guy S. Bacon, 
Past president, Minnesota Bankers Association. 


Crookston, Minn., February 16, 1954. 
Hon. Prescorr Busn, 
Senate Office Building, Washington, D. C. f 
We favor and urge Senate file 975 
First NATIONAL Bank. 





Crookston, MINN., February 16, 1954. 
Hon. Prescorr Busn, 
Senate Office Building, Washington, D. C.: 
We ask your support of S. 975, prohibiting establishment of savings and loan 
branches. 
Potk County Stare Bank. 
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Dawson, MINN., February 16, 1954 

Hon. Prescorr BusnH, 

Banking and Currency Committee 


Senate Office Building, Washington, D. 
We wholeheartedly support S 


. 975 prohibiting establishment of savings and loan 
branches and urge its recommendation to pass by vour subcommittee. 


NORTHWESTERN STATE BANK OF DAWSON. 


Dawson, MINN., Februar 
Hon. Prescorr Busu, 


y 17, 196 
Banking and Currency Committee 


Senate Office Building, Washington, D. 
We wholeheartedly support 8. 975, providing establishment of savings and loan 
branches and urge its recommendation to pass your subcommittee. 


West CENTRAL Division, MINNESOTA 


BANKERS ASSOCIATION, 
FE. A. THuronprup, Secretary. 
Dux.utnu, MInn., February 16, 1954 
Hon. Prescorr Busu, 
Banking and Currency Committee 


Senate Office Building, Washington, D. C.: 


We are very much opposed to savings and loan association branch banking and 
strongly urge your support and favorable action 8. 975 which prohibits the estab- 
lishment of savings and loan branches 


Tue Ciry NATIONAL BANK oF DULUTH 


Duturn, Minn., February 16, 194 
Hon. Prescorr Busu, 
Banking and Currency Committee 


Senate O fhice Building, Washington, D.C 


from encroachment of competition through establishment of branches by Federal 
savings and 


Since Minnesota prohibits branch banking, our banks should have protection 
loan associations 


Strongly urge support of S. 975. 


W. F. McLean, 
First Vice President, Northern Minnesota National Bank of Duluth 


Erskine, Minn., February 16, 1954. 
Hon. Prescorr Busu, 
janking and Currency Committee, 
Senate Office Building, Washington, D. ( 


We respectfully request that you lend your support to 8. 975. Branches for 
savings and loan associations would be 
commercial banks in 


unfair since it permissible for 
this State. 


is not 
AMERICAN STATE BANK 


OF ERSKINE, MINN. 


SraTeE BANK OF FROsT, 
Frost, Minn 
Hon. PreEscort Busu, 


, February 13, 1954. 
Banking and Curre ney Committee 


Senate Office Building, Washington, D. C.: 
HONORABLE Sir: I trust that hearings on 8S. 975 will result in prompt passage 
of the bill and that Congress will be ever alert to stamp out any attempt that may 
be made in the future by boards or other organizations who may selfishly try to 
make their own rules on such important matters. 

Yours very truly, 


C. Kirr.esen, President 
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Fuupa, MINN., February 16, 1954. 
Hon. Prescorr Bus, 
Janking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
Our bank urgently supports bill 5. 975 and urges recommendation of passage 
of this bill. 
R. P. Howe, 
President, Citizens State Bank. 


THe First Nationa Bank, 
Grand Rapids, Minn., February 13, 1954. 
Hon. Prescorr Busu, 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator: We understand that on February 16 and 17 your committee 
will be holding hearings on Senate bill 8. 975. This bill prohibits the establish- 
ment of savings and loan branches in States which prohibit banks from establishing 
branches. Our bank feels that vour subcommittee should recommend that this 
bill be passed. 

The Minnesota Bankers, through their general counsel, R. J. Julkowski, have 
submitted to your committee a brief in regard to this bill. We support this 
statement. 

Anything that you can do for us in this regard will be very much appreciated. 

Yours very truly, 
W. G. Kina, 
Executive Vice President. 


HAWLEY, MINN., February 17, 1954. 
Hon. Prescorr Busx 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

We express support 8S. 975 prohibiting establishment of savings and loan 
branches. Not right to grant privileges to savings and loans not extended to 
banks. 

THE First Nationa Bank or HAWLEY. 


JeEFFERS, MINN., February 16, 1954. 
Hon. Prescorr Busn, 
janking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
We wholeheartedly support 8. 975 and urge its recommendation to pass by 
your subcommittee. 
StaTE BANK OF JEFFERS. 


Lake Witson, Minn., February 16, 1954. 
Hon. Prescorr Busa, 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
This institution highly in favor Senate bill S. 975 and urges recommendation to 
pass by your subcommittee 
First NATIONAL BANK oF LAKE WILSON, MINN 





First NATIONAL BANK, 
Montevideo, Minn., February 13, 1954. 


Hon. Prescorr Busan, 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
Dear Sir: Inasmuch as branch banking is prohibited by the State of Minnesota 
and we are in favor of that idea, we feel it should also apply to savings and loan 
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Hon. Prescorr BusuH 
Banking and Currency Committe: 
Senate Office Building, Washington, D. ( 

Your favorable action on bill 8. 975 prohibiting establishment of savi and 
loans branches is very important to future good banking We e vi ( - 
mittee’s favorable action. 

O. M. AME, 
Exec itive } P de nt, in [ cu Stat Banl or Voor! 6aa 





Ban rand C ency Committe 
Senate Office Building. Washinator mE ¢ 








TI rges your committee to support Senate bill 975 which will prohibi 
establishing savings and loan branches in those States that prohibit banks from 
establishin branche Minnesota prohibits branches. We feel sure that tl 
bill should be passed to end any question that savings and loan associations now 
have the legal or administrative right to establish such branches We need vo 


support on this very important bill and urge its passage by your committee. 


First NaTIoNAL BANK IN MoorHEAD 


MownTaIn LAKE, MINN., February 16, 195 


Bankir and Curren 


cy Committee, 
Senate Office Buildi) 


ud, i 1 hin jton, dD ( 

yhibits banks from establishing branches and we feel that savings 
in associations should therefore be prohibited from doing this very thing. 
We are wholeheartedly in support of Senate bill 975 and urge its recommendation 
to pass by your subcommittee. 





FARMERS STATE BANK, 
Wiuus D. ScHRoEDER, Cashie 


Park Rapips, MINN., Febru 1¢ 5 
Hon. Prescorr Busx 
Cha man, Rar h ng and Cur en Comn lee, 
Senate Office Building, Washinoton, D. C 
We strongly urge passage of Bill 8S. 975 It is reasonable and just 


C. A. FULunr, 
Cashie Citizens National Rank 


Park Rapips, Minn., Februar, 16, 195 
Hon. Prescort Busa, 
Banking and Cu ncy Committee, 
enate Off ( Building, Was! ington, D. ¢ 





We respectfully enlist your support on Senate Bill 8S. 975 in order that Mir 
sota banks not be discriminated against by allowing establishment of savings and 





Loan branches who compete with us. 
FARMERS SiATE BANK or DorRSET 
G. L. Hewirr, Cas/ 
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Park Rapips, \ n., Februar 16, 19€ 
Hon. Prescorr Busi 
Bankir und ¢ en Co? 
Senate Office | ? 4 on, D ( 
We r spectfully enlist your support on Senate Bill 8. 975 in order that Minne- 
sota banks not be discriminated against by allowing establishment of savings 
and loa ( oO pete I 
STAT BaNK oF Park Rapips 
V. R. SMyrut ce Pre lent-Cashi 
ILOCHEST l 6, 1 
Ho , corr | H 
j } ( er ( 
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g ( } , iH notor . ¢ 
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( yur ppo f S. 97 ro { ut nent of Say s d loan 
is ft ’ altogether too compe : liar for 
sou } 
S ere 
H. Hvre ( 
( \ ( 
{ [ f 
Hon. P ) B i 
nd Curre? Co tf 
N OF } » VW ) dD. ¢ 
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that their opposition was based solely on the firm convicvion that the geographical 
limitations of their State law should not be tre spassed. Again, if public need is 
a criteria, there is no justification for the proposed law. 

In every respect, therefore, the record compiled by the Home Loan Bank 
Board entitles it to the support of the Congress in this critical juneture posed by 
the overzealous competitive efforts of the commercial banks of the Nation. But 
more important yet, national policies established by the Congress itself will be 
endangered if this legislation is passed. In succeeding pages, I will highlight 
one ease illustrating the sor van branch policies now being followed by the Home 
Loan Bank Board, followed by a glimpse of how branch legislation develops in 
New Jersey and, thereafter, a brief summary of branch banking in New Jersey 
to indicate specifically the kind of inequity that will be fostered by the pending 
enactment. 

THE BRANCH CONTROVERSY IN LINDEN, N. J. 


The association of which I am president applied for a branch office in Linder, 
N. J., in November 1949. It immediately became a controversial issue nation- 
wide which came to a head in a 3-day hearing in Washington in May 1950. The 
application was strenuously opposed by the Linden Trust Co. and the Stonewall 
Building & Loan Association, the only two financial institutions in Linden at 
that time. Also in opposition appeared representatives of the State and national 
trade organizations of the commercial banks and savings banks, national build- 
ing and loan supervisors and banking department of New Jersey. In January 
1951 the Home Loan Bank Board approved the application and shortly thereafter 
we opened the branch office. In the meantime the Stonewall Building & Loan 
Association, which had refused insurance of accounts some 10 years before, 
reapplied for such insurance, obtained it and about the middle of 1951 established 
an attractive independent office not far from the Linden Trust Co. 

About May 1952, I wrote to the president of the Linden Trust Co., also the 
president of the Union County Trust Co., in which I pointed out that our Linden 
office had passed the $1 million mark on December 31 (of which one quarter 
represented transfers from the Elizabeth office). While this was taking place 
both the Linden Trust Co. and the Stonewall Association had reached new highs 
in time deposits and savings accounts. See exhibit 1.) 1949 had been the 
poorest year for the Linden Trust Co. despite the fact that it then faced no com- 
petition from any insured savings and loan association. The Stonewall almost 
doubled its savings accounts between August 1951 and February 1952, this after 
a long period of decline down to December 1947 and relatively modest increases 
from 1947 to 1951. 

To quote further from the letter ““yvou may recall that during the branch hearing 
in Washington, D. C., we made the statement that we anticipated that the 
development of our Linden office, if approved, would arise from a return home 
to Linden of savings then domiciled in various financial institutions of our metro- 
politan area, particularly out-of-town savings ard loan associations. Of course, 
transfers have taken place from the Linden Trust Co. to our Linden office and 
I assume to the Stonewall, as well. In our Elizabeth office we have always 
experienced a certain number of transfers to savings banks, other savings and 
loans, and even commercial banks in the area. But again it seems to me that 
the figures submitted above indicate a flight back to Linden of savings capital 
which the Linden Trust Co. would probably not have obtained, no matter what 
the competitive situation in Linden had been.” 

In response to this letter the president of the Linden Trust Co. stated that his 
bank bad showed better than average increases in time deposits compared to 
other commercial banks in the Second Federal Reserve District during the period 
from June 30, 1947, to June 30, 1950, and a lower than average increase during 
the period from June 30, 1950, to December 31, 1951. To quote directly from 
his letter: ‘‘We can come to no other conclusion than that mest of the new accounts 
which both you and Stonewall have opened in the past 18 months represented 
funds which otherwise would have found their way into Linden Trust Co.” 

Within 1 year after the opening of our branch, the vigorous opposition of the 
Linden Trust Co. had dwindled to the feeling that it might have grown faster if 
our branch had not been approved. 

He concluded with the following statement: ‘‘Regardless, however, of our 
expressed opposition to the City Federal’s application for an office in Linden, 
we are certain that your association will operate a sound progressive office and 
we sincerely hope that all the years ahead will be harmonious and profitable 
ones for all three Linden financial institutions.” 

434995414 
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A GLIMPSE OF HOW BRANCH LEGISLATION DEVELOPS IN NEW JERSEY 


The extra branch law for Linden 

At a hearing in the regional Home Loan Bank in New York City, a representa- 
tive of the Linden Trust Co. stated that the New Jersey law permits a bank or 
trust company to maintain one branch office within the corporate limits of its 
municipality where the population is more than 20,000 but less than 40,000. It 
was later brought out that the Linden Trust Co. operates two branches in the 
city of Linden, which has a population between 35,000 and 40,000. When the 
disparity between these two standards was commented on, a representative of the 
Linden Trust Co. replied, “Oh, we had a bill passed permitting a bank to 
have more branches in those municipalities where only one bank or trust company 
is doing business.’”’ Following that meeting we examined the record and this 
is what we found. 

On April 11, 1946, Senator Herbert Pasco of Union County introduced Senate 
310 which made two changes in the banking law of the State. The first change 
added two amounts in figures alongside the amounts written out and the second 
change inserted this sentence at the end of section 17:4-14 of the Revised Statutes: 
“Tn those municipalities having a population of 20,000 or more where only 1 bank 
or trust company is doing business, the commissioner shall have the right to 
approve the establishment and maintenance of additional branches other than 
those provided for herein when it shall appear to the commissioner that the estab- 
lishment and maintenance of such additional branches is necessary to enable 
such bank or trust company to render efficient public service.’”’ The bill was 
introduced as previously mentioned on April 11, 1946, it was passed in the Senate 
without reference on the same day, it was received and passed in the assembly 
without reference on the following day and was approved by the governor 3 weeks 
later on May 6. On August 1, 3 months later the Linden Trust Co. applied to 
the commissioner for the extra branch authorized by the law. 

When the banking law was recodified in 1948 (effective date September 16) 
this amendment clearly designed to take care of a particular situation in a par- 
ticular city became part of the general banking law of the State, with the precau- 
tion that only one additional branch could be so authorized. Senate 310 per- 
mitted any number of additional branches. It should be noted that Senator 
Herbert Pascoe never specialized in banking legislation, but a key figure in the 
Union County delegation for years has been Assemblyman G. Clifford Thomas, any 
officer of the Union County Trust Co. whose position on banking legislation carries 
tremendous weight in the assembly and for that matter in the Senate as well. 


A hroad branch bill for State chartered associations 


On August 23, 1948, Senator Arthur Lewis of Camden County, introduced a 
bill in the State legislature (senate 405) which would have given State chartered 
savings and loan associations broad privileges with respect to the establishment 
of branch offices. This bill would have permitted an association to establish a 
branch office 50 miles from its principal office; an association with assets of at 
least $750,000 and reserves of $75,000 could establish one branch office; associa- 
tions of larger size could add one branch office for each $2 million of assets but in no 
event more than five branch offices in all. Before approving an application for a 
branch, the commissioner had to find the maintenance of such branch office in 
the public interest, of benefit to the area to be served, that it could be established 
without undue injury to any other association operating in the municipality and 
that conditions in the area to be served afforded reasonable promise of successful 
operation. It is to be noted that the standards laid down for the commissioner 
with respect to branch applications were very similar to those which the Home 
Loan Bank Board has for many fears applied to Federal savings and loan asso- 
ciations. 

Senate 405 was introduced on August 23, 1948 and referred to the banking and 
insurance committee, reported out for second reading on August 25, 1948, and 
2 days later on August 27, passed the senate without a single dissenting vote. 
It was received in the assembly on August 30 and in accordance with a special rule 
then prevailing was read a second time without reference. Leter on in the day by 
extraordinary action it was withdrawn from the calendar and referred to the 
banking committee. The chairman of that committee was Assemblyman G. 
Clifford Thomas, an officer of the Union County Trust Co. Assemblyman 
Thomas refused to report out the bill without a hearing and since the session was 
drawing to a close there was obviously insufficient time for a hearing. The then 
commissioner of banking and insurance, John J. Dickerson, was actively in favor 
of the bill, Senator Arthur Lewis, its sponsor, was highly respected in both houses 
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of the legislature, the bill was fair and reasonable and accordingly despite Mr. 
Thomas’ adamant position, senate 405 came within 1 or 2 votes of approval in 
the Republican assembly caucus. Under the procedure followed in the New 
Jersey Legislature for many years approval by the majerity party caucus is 
tantamount to approval of the bill. Without Mr. Thomas’ strenuous opposition, 
the bill would undoubtedly have passed. Since its sponsor was a key administra- 
tion senator and since the bill carried the strong support of the banking com- 
missioner, the governor would unquestionably have signed it. By this narrow 
margin then the savings and loan business in New Jersey failed to achieve parity 
with the branch privileges then available to the commercial and savings banks 
of the State. 


ACTUAL RECORD OF BRANCH BANKING IN NEW JERSEY, 1930-49 


Throughout the branch controversy, commercial bankers have frequently left 
the impression that Federal associations possess branching privileges that they, 
the bankers, have been denied by the State legislatures. In actual fact, the 

' commercial banks have an enormous advantage in branching operations which too 
often is not fully understood. The following analysis of the actual branching 
f | } record in New Jersey for all types of financial institutions will reveal the extent 


— 
“ 


of this added advartage possessed by commercial banks. 
Because the commercial banks are privately owned stock companies they can be 
joined and consolidated in a manner that is impossible in a mutual institution of 


the savings bank or savings and loan type. A condition such as exists in florida, 
| where branch banking is not legal, but a statewide branch banking chain through 
| common stock ownership dominates the financial affairs of the State is too well 


known to require elucidation here. It is worthwhile emphasizing, however, that 
most commercial banks achieve branches not by direct permission of the super- 
visory authorities but by negotiations and deals entered into between the majority 
stockholders of the banks. A bank that desires to achieve a branch in any given 
locality has but to make a sufficiently attractive offer to the principal stockholders 
of that bank and the merger is done regardless of the desires or opinions of officers, 
staff and minority stockholders. Sometimes the merger is accomplished even 
against the opposition of directors of the absorbed institution as happened in the 
absorption of the Elizabeth Trust Co. by the Union County Trust Co. of Elizabeth. 
In August, 1946, the Union County Trust Co. applied for a branch on North 
Broad Street, Elizabeth. All of the banks objected and the hearing was adjourned 
for 60 days without decision. Subsequently the officers of the Union County 
Trust Co. began purchasing stock of the Elizabeth Trust Co. at an attractive price 
and finally in December 1947, the directors of the latter bank were forced to agree 
to amerger with the Union County Trust Co. In October 1948, the Union County 
Trust Co. applied for a transfer of the 113 Broad Street office of the old Elizabeth 
Trust Co. to the above-mentioned location on North Broad Street. This approval 
was finally granted in April 1949, and thus by the merger route the Union County 
Trust Co. obtained the branch which it had been denied by the direct authorization 
route. 
These are the facts and we should not be reluctant to discuss them frankly 
because this feature of speculative profit to the owners of a commercial bank is 
¥ ! what makes that type of institution so different from a mutual savings institution. 
In a savings bank or a savings and loan association there are not controlling stock- 
holders. There is no profit inducement that can be offered to the officers or 
directors of such an institution for the sale of a franchise to do business. There- 
fore, when the commercial banks argue for legislative equality on branch privileges, 
( (and in most States they have superior legal privileges) we should recognize that 
is not actual equality and never will be. 
Let us set about to prove that fact. There follow several tables: One sum- 


marizes branch activity in New Jersey from 1930 through 1949. (Exhibit 2), 
another table gives year by year, the total number of banking offices of all types 
including principal offices and branch offices from 1930 to 1949 (exhibit 3 If 
these tables are studied carefully they lead to certain definite conclusions. First, 


they disprove another favorite argument of commercial bankers that the principal 
effort in New Jersey has been toward a reduction in the number of banking offices 
to achieve a stronger banking structure after the acknowledged overexpansion of 
| banking facilities in 1920’s. The depression, of course, had its effect, but we can 
assume that no one will want to take the credit for that. The number of institu- 
tions has, it is true, steadily dropped through the 19-year period from a peak of 
560 in 1930 to a present figure of 356, but this has not been accompanied by a 


“ 
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parallel reduction in the number of banking offices. The record, therefore, does 
not support the premise that there has existed in New Jersey a surplusage of 
banking facilities. What has happened is that independent banks have gradually 
been absorbed by wealthier, stronger banks, but the total number of banking 
offices has remained relatively stable. The low point in the total number of 
banking offices was reached in 1940 with 494, less than 13 percent under the figure 
at the beginning of the period, whereas the number of banking institutions was 
reduced by 33 percent during the same interval. It is further noted that the total 
number of banking offices has surged upward slowly but steadily since 1941, one 
of the biggest increases taking place in 1949. 

Much has been said by commercial bankers about the McFadden law of 1927 
preserving the dual system by establishing equality of branch privileges between 
national banks and State banks. The impression is derived that the McFadden 
law protected the State from overbranching by national banks. Peculiarly the 
record shows that the McFadden law, if it is legal parity, has certainly not produced 
actual parity, because we find that in 1949, 208 national banks operated only 52 
branches whereas 148 State banks and trust companies operated 104 branches. 

During the 19-vear period, both State banks and national banks achieved only 
one-third of all their branches by direct authorization and the other two-thirds 
by merger or purchase of assets programs. What better evidence can there be 
in the support of our previous statement that the existence of the commercial 
bank as a private stock corporation facilitates mergers and consolidations in 
ways not available to mutual institutions. It is noted that during this same period 
savings banks achieved only 3 branches and, as a matter of fact, in 1949 held a 
total of only 8. 

It is also important to notice that whereas the law sharply restricts the ability 
of an institution to obtain a branch outside its home office municipality by direct 
authorization, the operations of commercial banks as private stock companies 
have given State banks a total of 35 branches outside the home office municipality 
as compared with 62 in the same municipality. In the case of national banks, 
the figures indicate that 16 branches were authorized outside the home office 
municipality as compared with 12 local to the institution. It is apparent then 
that this extra legal right possessed by both State banks and national banks 
operates to permit branch banking outside the home office municipality, whereas 
the branch law itself has the objective of restricting such out-of-town expansion. 

During the 19-year period under review, State banks and trust companies 
discontinued 25 branches. (No savings banks discontinued branches during this 
period.) Of these discontinued offices 21 were in the same municipality as the 
home office and only 4 in outside communities. From the data available on 
national banks it is noted that 5 branches were discontinued, 4 local and 1 out of 
town. Both national bank and State bank operations reveal this furtber sur- 
prising fact: Four-fifths of all the discontinued branches were in the same muni- 
cipality as the home office and only one-fifth outside. Yet the statute law of New 
Jersey practically prohibits a direct authorization for branches outside the com- 
munity but gives wide open invitation forthe establishment of branches within the 
home office community. The laws of New Jersey give the commissioner of bank- 
ing and insurance the “nod” toward additional banking offices in the larger cities 
despite the fact that the evidence indicates a strong trend toward discontinuance 
but the statute law forbids him the same authority with respect to operations in, 
outside communities except under conditions of merger. So sharply restrictive 
is the statute law that it permits a virtual monopoly in those communities, and 
there are a considerable number, which the last depression left with only one 
functioning commercial bank. The branch banking law 1s not good as it stands. 
It does not accomplish the purpose intended. It gives private stock banks an 
undue advantage over mutual savings institutions. It encourages monopoly. 


Exuisir 1.—Trend in deposits and savings accounts of all financial institutions in 
Linden, N. J. 


LINDEN TRUST CO., TIME DEPOSITS 


June 1947 $9, 012, 114. 28] June 1951 , ... $9, 808, 643. 50 
December 1947 8, 913, 335. 32 | December 1951 - -- (9,881, 736. 71 
June 1949__ 9, 475, 580. 53 | June 1952 _. 10, 311, 076. 21 
December 1949 pik 9, 357, 200. 75 | December 1952_____-__ 10, 344, 407. 72 
June 1950 betes 9, 825, 957. 76} June 1953 Lex. 10, 700, 386. 21 
December 1950_____-- 9, 566, 830. 90| December 1953___ _- 10, 410, 440. 75. 
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ExHiBit 1.—Trend in deposits and savings accounts of all financial institutions in 


Linden, N. J—Continued 


STONEWALL SAVINGS AND LOAN ASSOCIATION, TOTAL SAVINGS ACCOUNTS 








December 1947 ‘ $207, 575. 81) August 1951 ; $372, 904. 17 
December 1948 Je 244, 342. 96| February 1952 ‘ 705, 941. 70 
December 1949 271, 406. 19| August 1952 sey 1, 100, 000. 00 
February 1950 5 288, 080. 37 | February 1953 1, 302, 127. 58 


February 1951_- 7 308, 512. 00| August 1953 _. 1,640, 109. 50 


LINDEN OFFICE, CITY FEDERAL SAVINGS AND LOAN ASSOCIATION 


February 1951-_ -- oh $50, 563. 54] December 1952 $2, 350, 180. 29 
June 1951 418, 641. 96 | June 1953 2, 997, 306. 89 
December 1951 d 1, 072, 283. 70} December 1953 3, 477, 660. 50 
June 1952 1, 680, 081. 37 | 


Exuipit 2.—Branch operations of banks in New Jersey 1930-49 


STATE BANKS AND TRUST COMPANIES 


Location of branches 


; Banks Branches By direct | By merger | Branches 
Year involved established authoriza- OF aneet discontin- 
Local Outside tion purcnase ued 

1930 5 ~ ~ 0 0 8 2 
1931 10 13 13 0 6 7 0 
1932 3 3 3 0 0 3 2 
1933 4 6 5 1 5 1 6 
1934 4 10 7 3 10 0 4 
1935 3 4 ] ; 2 2 0 
1936 4 6 2 4 0 6 0 
1937 2 2 l 1 1 1 2 
1938 2 8 5 3 2 0 
1939 3 7 2 0 7 6 
1940 3 3 0 3 ] 2 | 0 
1941 1 2 1 1 0 2 | 0 
1942 2 2 0 2 0 2 1 
1943 0 0 0 0 0 0 0 
1944 l ] 0 l 0 l 0 
1945 2 2 ] l 2 0 0 
1946 3 4 4 0 3 1} 0 
1947 2 6 3 3 0 6 | 0 
1948 5 9 3 | 6 2 7 | 2 
1949 l l 0 1 0 1 | 0 

Totals | 60 97 62 35 34 63 25 

NATIONAL BANKS 
| | | 

1936 1 1 0 1 } 0 | 1 0 
1937 1 1 0 1 | 0 | 1 | 2 
1940 1 2 2 0 2 | 0 0 
1944 2 2 1 1 | 0} 2 | 0 
1945 3 3 0 3 | 2 1 0 
1946 3 4 4 0 1 3 0 
1947 3 3 | 0 3 1 | 2 ] 
948 3 4 2 2 0 | 4 2 
1949 9 8 3 5 3 5 0 

Totals_. 26 28 12 16 9 19 5 

SAVINGS BANKS 

1946 1 3 | 3 | 3 0} 3 | 0 0 


1 Only year of savings bank activity 


Note.—Commissioner’s reports do not distinguish between branches secured via purchase of assets and 
branches authorized under 1944 law for ‘‘oecupying vacated banking offices.”’ 

‘Local’? means same municipality as home office. ‘Outside’? means another municipality other than 
the home office municipality. 


Sources: For State banks: Annual reports of commissioner of banking and insurance. 1949 data from 
Polk’s Bankers Encyclopedia. 

For national banks: Polk’s Bankers Encyclopedia. Source data available only for yeafs shown, not 
available for years prior to 1936. 
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Exurpit 3.— Number of commercial banks and branches in New Jersey, 1930-49 














National banks State banks Private | All banks 
Year = — — ee a - an — SS 
Head Total | Head ; Total ea Head : | Tots 
offices {Branches} omices | offices |Branches| orices branches offices | Branches al 
1930_. 295 ( ( 260 (1) QC) | 5 560 () (1) 
1931__ 272 Q@ (i 207 (*) () 5 484 (@) | (1) 
1932_- 264 27 291 195 82 3 462 | 109 | 571 
1933... 235 32 267 194 87 3 431 120 | 551 
1934 237 32 269 192 96 3 431 | 129 560 
1935 234 33 267 184 92 4 421 126 | 547 
1936 233 33 266 182 95 | | 3 | 417 129 | 546 
1987.... 229 31 260 180 97 | 3 | 411 129 | 540 
1938 226 33 259 164 86 | 250 1 | 391 119 | 510 
1939 226 32 258 161 RH | 247 1 388 | 118 | 506 
1940 224 29 253 157 83 240 | 1] 382 | 112 | 494 
1941 223 33 256 155 90 245 | 0} 378 123 | 501 
1942 shea = . @ (2) — =e aa i gis ‘ 
1943 33 155 91 | 246 | 0} 377] 124 | 501 
1944 35 155 | 91 | 246 | 0} 375 126 501 
1945_. 218 38 155 92 | 247 | 0 373 | 130 | 503 
1946_. 216 41 154 98 252 | 0 370 139 | 509 
1947... 214 42 152 100 | 252 | 0 |} 366 142 | 508 
1948__ 211 | 44 | 149 103 | 252 0 | 360 147 | 507 
1949. 208 52 | 148 | 104 | 252 | 0 | 356 156 } 512 
| | ! 
1 No data. 


3 Data not available. 


Norte.—Source Polk’s Bankers Encyclopedia. Data as of year end except for 1933, 1935, 1938, and 1941 in 
which years the figures are based on the following June 30. Figures for State banks includes savings banks, 
commercial banks, and trust companies. 





State BANKING DEPARTMENT, 
Santa Fe, N. Mez., February 9, 1954. 
Hon. Homer E. CApEHART, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Dear SENATOR CAPEHART: I am taking the liberty of writing you to urge 
favorable action on 8. 975 a bill to amend the Home Owners’ Loan Act of 1933, 
as amended, limiting branches of Federal savings and loan associations, which I 
understand is set for hearing on February 16. 

Yours truly, 
ALFRED W. Kaungz, State Bank Examiner. 





WoopHaveEN, N. Y., February 15, 1954. 
te Bill S. 975. 
Hon. Prescott 8. Busn, 
Senate Office Building, 
Washington, D. C. 


Dear Sir: I am writing on behalf of the legal committee of the Queens County 
Group of Savings and Loan Associations relative to the above bill, on which I 
understand a hearing is scheduled to take place on February 17. 

The Queens County Group is composed of 16 associations located in the county 
of Queens, city of New York, one-half of which are State organizations and one- 
half of which are Federal organizations. 

The Queens County Group is in favor of this bill and urge its favorable con- 
sideration by your committee. This bill will eliminate the present inequities. 
The present law does not specifically provide for branches. The Federal Home 
Loan Bank Board has under consideration an amendment of its regulations 
which would grant branches to institutions having thrift and mortgage facilities. 
This, insofar as the State of New York is concerned, amounts to granting unlimited 
branches by reason of the fact that certain financial institutions enjoy unlimited 
branches while savings and loan institutions are limited to two branches. 

These regulations would also destroy the comity existing between Federal and 
State organizations, and is leading to chaos insofar as the question of branches is 
concerned, 


wy 
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The proposed law would clarify the confusion now existing. It would also 
continue the dual control by the State and Federal authorities over savings and 
loan institutions, which dual control has up to recent times enkindled a spirit of 
keen competition between Federal and State institutions engaged in the promotion 
of thrift and home mortgage facilities. It is the only sound proposal that has been 
brought to our attention that would continue the healthy competition existing 
between these types of institutions. 

We therefore urge that it be reported favorably and everything possible done to 
secure its enactment into law. 

Very truly yours, 
Water J. A. Mack. 


NortH CAROLINA BANKERS ASSOCIATION, 
Raleigh, February 12, 1954 
Hon, Homer E. Caprenart, 
United States Senate, Washington, D. C. 

DEAR SENATOR CapeHART: The North Carolina Bankers Association wishes 
to go on record heartily favoring passage of 8. 975 which is now before your Bank- 
ing and Currency Committee. 

It is the feeling of this association that this legislation would assure equal 
limitations on competitive financial institutions. While our bankers do not seek 
or desire an advantageous position, we do feel that limitations and restrictions 
should be applicable as stipuls ated in 8. 975. 

I will appreciate your making this letter a part of the committee’s records. 

I miss seeing youin Washington, I think you may remember me as adminis- 
trative assistant to the late Senator Willis Smith, who respected and admired you 
very much. 

With every good wish, I am 

Respectfully yours, 
JessE HeEums, Executive Secretary. 


taLEIGH, N. C., February 12, 1954. 
The Honorable Homer E. CaprHArT, 
Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

I earnestly urge your committee take favorable action of S. 975 limiting branches 
of Federal savings and loan associations. I feel that authority for establishment 
of these branches should conform to the laws governing the establishment of 
branches of banks in each respective State. 

W. W. Jones, 


Commissioner of Banks. 





Strate or Nortu Dakota, 
OFFICE OF STATE EXAMINER, 
Bismarck, February 9, 1954. 
Hon. Prescortr 8. Busa, 
Chairman, Subcommittee on Banking and Currency, 
United States Senate, Senate Office Building, Washington, D. C. 

Sir: I understand you are chairman of a subcommittee of the United States 
Senate Committee on Banking and Currency to which was referred S. 975 dealing 
with the granting of branches of Federal savings and loan associations. 

It appears that a hearing on this legislation is scheduled for February 16, 1954. 
The National Association of Supervisors of State Banks will be represented at 
that hearing to urge favorable action on 8. 975. 

I am a member of that organization and wish to add my individual request 
that favorable action be taken on S. 975 and ask the favorable thoughtful con- 
sideration of yourself and your subcommittee. 

Yours very truly, 


J. A. GRAHAM, 
State Examiner and Supervisor of State Chartered 
Savings and Loan Associations in North Dakota, 
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Strate or Onto, 
DEPARTMENT OF COMMERCE, 
Division OF BANKs, 
Columbus, February 10, 1954. 
Hon. Homer FE. CapEHart, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Dear Senator CapenHarRT: Favorable action is urgently requested on Senate 
bill No. 975, limiting branches of Federal savings and loan associations. 

The present practice of the granting of branch authorizations to Federal savings 
and loan associations without regard to the laws and practices of the individual 
States governing the chartering of branches of State-chartered savings and loan 
associations is discriminatory against State-chartered savings and loan associa- 
tions and inimical to the dual system of financial institutions. This practice should 
be discontinued 

Under existing Federal legislation, national banks have no greater privileges to 
maintain branches in the State than the law of the State in which they are located 
confers upon State banks. This policy of the Federal Government is considered to 
be sound and should be continued. 

Rules and regulations for the establishment of branches for Federal savings 
and loan associations should be prescribed by Congress rather than by the Home 
Loan Bank Board. 

Senate bill 975 would accomplish this purpose admirably. 

Sincerely yours, 
THURMAN R. Hazarp, 
Superintendent of Banks, Member of Executive Committee of 
National Association of Supervisors of State Banks. 





OKLAHOMA STATE BANKING DEPARTMENT, 
Oklahoma City, February 9, 1954. 
Hon. Homer E. Caprenart, 
Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Dear Sir: As bank commissioner of the State of Oklahoma and on behalf of 
the bankers of this State, I urgently request approval of Senate bill 975 limiting 
branches of Federal savings and loan associations. 

Please give this matter the attention it deserves. It is our belief that the best 
interest of the banking system in the United States will be served by the approval 
of Senate bill 975. 

Sincerely, 
O. B. Moruerseap, Bank Commissioner. 


STATE OF OREGON, 
BANKING DEPARTMENT, 
Salem, February 9, 1954. 
Senator Homer E. Capenarr, 
Chairman, Banking and Currency Committee, 
Washington 25, D.C. 

Dear SENATOR CAPEHART: I understand that hearings on 8. 975 are to be held 
on February 16, and that representatives of the National Association of Supervisors 
of State Banks will attend this meeting and urge favorable action by your com- 
mittee. 

I feel that it is not in the public’s interest for the Home Loan Bank Board to 
have the authority to grant branches of the Federal savings and loan associations 
by regulations, but that our laws should govern in this respect, in the same manner 
as provided for State savings and loan associations. 

I trust that your committee will take favorable action on this legislation. 

Sincerely yours, 


A. A. Roaers, 
Superintendent of Banks. 
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COMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF BANKING, 
Harrisburg, February 11, 1954. 
Hon. Prescorr 8. Busn, 
Chairman, Subcommittee on Securities, Insurance, and Banking, 
Senate Banking and Currency Committee, Washington, D. C. 


Dear Senator: In Pennsylvania the State building and loan associations are 
under the supervision of the banking department and as secretary of banking, 
I am particularly anxious to see Senate bill No. 975 enacted into law as I am very 
much in favor of the dual system. However, if this bill were enacted, it would go 
a long way toward placing our State associations on a fair competitive basis with 
the Federal associations, not only in Pennsylvania but in the other States, as the 
Home Loan Bank Board would have to comply with the provisions of State law 
with regard to branches. 

I hope that your committee will consider and recommend 8, 975 favorably. 

Sincerely yours, 
L. M. CampBE.u, Secretary of Banking. 





STATEMENT BY W. L. BRENNEMAN, Director, BUILDING AND LOAN BurRBAv, 
DEPARTMENT OF BANKING, COMMONWEALTH OF PENNSYLVANIA, AS Crarr- 
MAN, EXECUTIVE COMMITTEE OF THE NATIONAL ASSOCIATION OF STATE SAVINGS 
AND LOAN SUPERVISORS 


Chairman Bush and members of the committee, I am director of the Building 
and Loan Bureau, Department of Banking, Commonwealth of Pennsylvania, and 
as chairman of the executive committee of the National Association of State 
Savings and Loan Supervisors I have been authorized to present a formal state- 
ment in addition to the formal statement of Mr. George V. Markey, building 
and loan supervisor of the State of Minnesota, and chairman of our legislative 
committee, confirming that the National Association of State Savings and Loan 
Supervisors do strongly favor the enactment of 8. 975, whereby the future es- 
tablishment of branches by Federal savings and loan associations would conform 
with the law or practice in the State in which a Federal association is situated. 

The National Association of State Savings and Loan Supervisors is an organi- 
zation composed of State supervisors of savings and loan associations, building 
and loan associations, cooperative banks, and similar institutions. 

It is the opinion of the association that 8S. 975 removes undue advantages that 
Federal savings and loan associations have over State-chartered savings and loan 
associations with regard to branch privileges. The dual system of savings and 
loan associations would be protected and maintained in the same manner as the 
dual system of banking under the McFadden Act, with fairness to both Federal 
and State-chartered institutions. 

The enactment of 8. 975 would also clarify the situation with regard to branches 
already established and provide standards for the future establishment of branches. 

The National Association of State Savings and Loan Supervisors hereby makes 
its formal recommendation that your committee consider 8. 975 favorably and 
seek its passage in the Senate. 





CoMMONWEALTH OF PuERTO Rico, 
DEPARTMENT OF THE TREASURY, 
San Juan, P. R., February 12, 1964. 
Hon. Homer E. Capenart, 
Chairman, Banking and Currency Committee, 
United States Senate, Senate Office Building, 
Washington, D. C. 

Dear SENATOR: For some time I have been observing the controversies arising 
from the policies being followed by the Home Loan Board in granting Federal 
savings and loan associations permission to establish branch offices. The subject 
has been of special interest to me for presently there is no provision in the laws 
of the Commonwealth of Puerto Rico for chartering such institutions. One 
federally chartered association has had a phenomenal growth in the few years of 
its existence here, has already established one branch and reportedly is considering 
the establishment of another at a site which might be considered detrimental to 
the interests of a local bank’s branch office established in the immediate vicinity 
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late in 1950. I rush to assure you that I feel there is a definite need for such 
institutions and that we are not adverse to their establishment when warranted 
by circumstances. It is hoped that we will soon provide for the local chartering 
of savings and loans associations by amendments which we are considering for 
our laws. 

It is my understanding that Mr. Walter W. McAllister, the Board’s new 
Chairman, has indicated he favors policies which would not be inimical to the 
rights of the various States and I feel his stand is highly commendable. Due to 
the human factor, no one knows how long Mr. McAllister can or will remain as 
Chairman nor can anyore predict that his successor’s policies might be equally 
commendable. 

Personally, I feel very strongly that legislation concerning Federal savings and 
loan associations should be passed controlling the crossing of State boundaries 
and requiring such associations to observe for intrastate branch offices the same 
local laws which may be applicable to the various State-chartered banks. Hence 
I strongly recommend and will greatly appreciate your support for the proposed 
bill 8. 975 on which your committee will commence hearing during the coming 
week. 

Cordially yours, 
8S. L. DEscarRTEs, 
Secretary of the Treasury. 





State oF RuopE IsLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF BusiNESS REGULATION, 
BANKING BuREAU, 
Providence, February 15, 1954. 
Hon. Prescott Busu, 
United States Senator, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Busn: The Senate Banking and Currency Committee is again 
presented with the problem of determining whether the Home Loan Bank Board, 
a Federal agency created by Congress in 1933, shall continue to promulgate 
regulations and establish policies relative to Federal savings and loan branches, 
without the authority of law. 

Failure of Congress to specifically provide the authorization for the establish- 
ment of branches of this type of thrift association, has unwittingly vested the 
Board with regulatory powers which are detrimental to the interests of State- 
chartered financial institutions. The conflict of interests and growing animosity 
gravely concern all State supervisors; and this controversy has become an issue 
which can only be resolved by Congress. 

Two years ago, during my incumbency as president of the National Associa- 
tion of Supervisors of State Banks, at the request of our association, Senator 
J. Allen Frear introduced a bill which would restrict branches of Federal savings 
and loan associations to the laws and practices governing branches of State- 
chartered institutions. The present bill, 8. 975, scheduled for a hearing before 
your committee, was introduced last year by Senator Capehart at the request 
of our association. It is identical, in all its provisions, to the bill we previously 
sponsored. 

This proposed legislation has been studied and carefully drawn. It protects 
the rights of all State-chartered thrift institutions without militating against the 
interest of Federal savings and loan associations. Furthermore, 8. 975, amending 
the Home Owners’ Loan Act of 1933, enables Congress to grant the Home Loan 
Board the lawful authority to specifically define the rules for its approval of 
branches. Finally, this equitable measure will ultimately bring about a much 
desired amicable relationship between State supervisors and the Home Loan 
Bank Board. 

As a member of our association’s legislative committee, I respectfully submit 
the above comments to your committee, and ask for favorable consideration and 
support of Senate bill 975. 

Yours sincerely, 


ALEXANDER CHMIELEWSKI, 
Bank Commissioner. 


ae Ra in, 


Pe 
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PrerreE, 8S. Dak., February 10, 1954. 
Senator Homer E. Capenarr: 


Senate bill 975 badly need. Present policy is threat to Nation’s banking system. 


Roy H. FENNER, 
Superintendent of Banks, 


DEPARTMENT OF BANKING, 
Austin, Tex., Fe bruary 9, 1954. 
Hon. Prescorr Bush, 


Chairman, Subcommittee on Bankina, 
United States Senate, Washington, D. C. 

DEAR SenATOR Busu: We have just been advised of a scheduled hearing on 
S. 975 to be held on February 16. We expect to have a representative at the hear- 
ing in support of the passage of this bill, but in the meantime we would like to 
express to your committee the attitude of this Department. 

We believe that the regulation of branch savings and loan associations should 
be controlled by Congress rather than by rule and regulations promulgated by 
the Federal Home Loan Bank Board. We are aware of the fact that the Federal 
statute is silent with respect to the establishment of branches of federallv chartered 
savings and loan associations, and that is also true with respect to our State statute 
regarding branches of State-chartered associations. We have had some expe- 
rience with this situation in Texas, and while up to now the discretion of the home 
loan bank and of this department in approving branches probably has not been 
abused, it could conceivably become a problem if either agency were to indis- 
criminately permit branches to be established. 

For your information there is now a move in the making in Texas to get legisla- 
tion passed which would prohibit the establishment of branches of State-chartered 
savings and loan associations. We are inclined to believe that such a bill could 
be passed, because it would have the support of both the associations and the 
banks. We hope, therefore, that your committee can see fit to report S. 975 out 
favorably. 

Yours sincerely, 
J. M. FALKNER, 
Commissioner. 


Tue State or UTAu, 
OFFICE OF THE BANK COMMISSIONER, 
Salt Lake City, February 9, 1954. 
Hon. Homer A. CAPEHART, 
United States Senator, 
Senate Office Building, Washington, D. C. 


Dear SENATOR CAPEHART: Your support is earnestly requested in behalf of 
S. 975 limiting branching of Federal savings and loan associations. Hearings on 
this bill, it is understood, are scheduled for February 16. 

During recent years the records show that in 39 instances a Federal association 
has been permitted to open a branch which a State-chartered savings and loan 
association similarly situated could not have had under State law or regulation 

It is becoming increasingly evident that Federal legislation conforming branch 
authorization for Federal savings and loan associations to appropriate State laws 
and practices is needed if the dual system is to be preserved. We think 8. 975 
will do this. 

Very truly yours, 
Louris 8S. LEATHAM, 
Bank Commissioner; Member, National Association of State Savings and 
Loan Supe rvisors; Chairman, Fifth District, National Association of 
Supervisors of State Banks. 
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STaTE OF VERMONT, 
DEPARTMENT OF BANKING AND INSURANCE, 
Montpelier, February 9, 1954. 
Senator Prescorr S. Busn, 
Chairman, Senate Banking and Currency Subcommittee, 
Senate Office Building, Washington, D. C. 


Dear Sir: In my capacity as commissioner of banking and insurance for the 
State of Vermont, and as a member of the National Association of Supervisors of 
State Banks, I am most interested in the legislation proposed in Senate bill 975. 
Tt is my sincere hope that you and the members of your committee will take favor- 
able and affirmative action on this bill. 

It is my considered judgment that matters effecting the establishment and regu- 
lation of branches of Federal savings and loan associations under the supervision 
of the Home Loan Bank Boara should be subject to the laws of the Congress of 





the United States rather than be within the discretion of the members of the 9 
Home Loan Bank Board. “3 
Sincerely yours, 7 
ALEXANDER H. MILIiER, 
Commissioner of Banking and Insurance. ! 





COMMONWEALTH OF VIRGINIA, 


February 11, 1954. 
Hon. Homer E. CApEHaARrt, 


Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 
Dear SENATOR CApEnART: I heartily endorse Senate bill 975 limiting branches 
of Federal savings and loan associations and consider its passage in public interest. 
Respectfully yours, 
L. R. Rircure, 
Commissioner of Banking. 


WASHINGTON BANKERS ASSOCIATION, 
Seattle, Wash., February 10, 1954. 
Hon. Homer E. Caprenart, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR CAPEHART: The Washington Bankers Association strongly 
favors the enactment of 8. 975 to place restrictions on savings and loan associa- 
tions from establishing branch offices across State borders. 

National- and State-chartered banks are governed by the same restrictions, 
and it is obvious State- and National-chartered savings and loan associations 
should be controlled in the same way. 

Positive legislation is needed to prevent the authorized agency from extending 
permission to savings and loan associations for such expansion, and we urge you ; j 
to give this matter your thorough consideration. 

Sincerely, 
A. L. GANson. 





Srare oF West VIRGINIA, 
DEPARTMENT OF BANKING, 
Charleston, February 9, 1954. 
Hon. Prescorr 8S. Busn, 
Chairman, Subcommittee of Banking and Currency, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Busu: It is my understanding that there will be a hearing held 
by your committee February 16 in relation to 8. 975 which is in reference to limit- 
ing branches of Federal savings and loan associations, and at the moment it will 
be impossible for me to attend this hearing, and I hope that you will give consider- 
ation to the remarks regarding this bill which I am listing below. 

The banking laws of the state of West Virginia provide in chapter 31, article 4, 
section 9, of the West Virginia Code, the following: 
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“No banking institution chartered and authorized to engage in business under 
the laws of this State shall hereafter install or maintain any branch bank, or en- 
gage in business at any place other than its principal office in the State of West 
Virginia.” 

From the above quotation you can understand that we have no branches in 
this State and this is recognized by the Comptroller of the Currency with regard 
to national banks, and I believe it should also be observed by the Federal savings 
and loan associations. 

Up until this time we have had no question ever rais¢ 
any financial institutions. However, I do feel that the powers of the Federal 
savings and loan associations should be restricted to comply with the laws of the 
States in which they are operating, and I further believe that only through the 
Senate bill referred to can these limitations be set forth and I can see no reason 
why the Federal associations should object to having it set out in the Federal laws 
the same as the national banks as they should comply with the laws governing 
financial institutions as set out in the laws of the State in which they are operating. 
I sincerely hope that you will carefully consider the statements which I have 
made and that the decision of your committee will be in favor of this bill which 
spells out definitely the law regarding branches of the 
associations. 


d regarding branches of 


Federal savings and loan 


Respectfully yours, 


JoHn H. Horrman, 
Commissioner of Banking. 


Tue State or WIsconsIN, 
STaTE BANKING DEPARTMENT, 
Madison, Wis., February 11, 1954. 


Hon. Prescott 8. Busa, 
Chairman, Subcommittee on Se ties, Insurance, 


| ind Banking, 
United States Senate, Washington, D. C. 


DeAR SENATOR Busu: As a member of the legislative committee of the National 
Association of Supervisors of State Banks I have been informed of the approaching 
date for hearing on bill 8. 975 but being unable to appear at the hearing I wish to 
take this opportunity to express my favorable attitude toward it both as a member 
of our association’s legislative committee and as commissioner of banks for the 
State of Wisconsin. 

As you are aware, the purpose of the bill is to have Congress establish the rules 
by which the Home Loan Bank Board will be governed in authorizing branches 
for Federal savings and loan associations rather than leaving it in the hands of 
the Home Loan Bank Board to make its own rules and legalize them by published 
regulation. Bill S. 975 is identical to bill 8. 2564 which was introduced in the 
82d session of Congress and reported favorably by the Senate Committee on Bank- 
ing and Currency. 

I am of the opinion that the provisions of bill 8. 975 are fair in that recognition 
is given to the right of individual States to determine what policy with respect to 
granting of branches should be followed with respect to each type of financial in- 
stitution. However, more important is the factor of retention by Congress of the 
setting of the rules covering the establishment of savings and loan association 
branches rather than permitting that authority to be assumed by the Home Loan 
Bank Board. The principle recognized in bill 5. 975 is the same one that was 
established by Congress in 1927 in passing the McFadden Act in which the 
Comptroller of Currency is authorized to grant national banks authority to estab- 
lish branches but subject to the limitations imposed by State law for State banks. 

With appreciation for the privilege of expressing myself in favor of bill S. 975 
which I trust will be given favorable consideration by your committee, I am, 

Respectfully yours, 
G. M. Matrnews; 
Commissioner of Banks. 
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La Crosse, Wis., February 16, 1954. 
Hon. Prescorr Busn, 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
We vigorously support 8. 975; urging that this bill receive the unqualified sup- 
port of your subcommittee and recommend its passage. 
RatpH M. Jongs, 
Vice President, La Crescent State Bank, La Crescent, Wis. 








WavKESHA STATE BANK, 
Waukesha, Wis., February 8, 1954. 
SENATE BANKING AND CURRENCY COMMITTEE, 
Senate Office Building, 
Washington, D. C. 


(Attention subeommittee hearing 8. 975). 


GENTLEMEN: You will be hearing testimony on the proposed bill to limit 
branches of savings and loan associations to the same restrictions as applied to 
State chartered associations, which limitations are in turn generally those applied 
to branches of banks. 

On behalf of the legislative committee of the Wisconsin Bankers Association, 
we urge the passage of 8. 975. The Wisconsin Bankers Association is on record 
by an overwhelming vote of its membership, to oppose the further extension of 
branch banking, and the same principles apply to savings and loan branches. 

Very truly yours, 
Cart Tayior. 


STATE OF WYOMING, 
OFFICE OF STATE EXAMINER, 
Cheyenne, February 15, 1954. 
Hon. Homer FE. CapreHart, 
United States Senator, Chairman, 
Banking and Currency, Washington, D. C. 
Dear Senator CapenartT: We will appreciate favorable action on 8. 975 
limiting branches of Federal savings and loan associations. 
Yours very truly, 
Norris E. Hartwe tu, State Examiner. 





STATEMENT OF FLoRIpDA BANKING Commission, J. V. CHAPMAN, CHIEF Deputy 
COMMISSIONER OF BANKING 


Identifying myself, | am J. V. Chapman, Chief Deputy State Commissioner of 
Banking of the State of Florida, with headquarters in the capitol at Tallahassee. 
We favor the enactment of 8. 975 for the following simple but forthright reasons. 

1. The framers of the Constitution intended to set up and did set up a system 
of government by laws made by elected representatives of the people rather than 
by rules and regulations made by bureaus, boards, and agencies, however desig- 
nated or appointed. Under this basic principle, branches of Federal savings and 
loan associations could be established and operated in Florida only if and when 
authorized to do so by Law. 

2. The law providing for the establishment and operation of Federal savings and 

loan associations does not authorize such associations to establish and operate 
branches. On the contrary it provides that the associ. tions be local and that the 
board give “primary consideration to the best practice of local mutual thrift and 
home-financing institutions.’”’ It has been, and still is, in Florida the law and 
practice for such State-chartered associations to have only one place of business. 
[It is significant that such associations with State charters were in existence in 
Florida for many years before the law authorizing Federal associations was passed 
and, in fact, at least one such association is still in suecessful operation which had 
been in operation for 40 vears when the Federal act was passed. 
3. Under the constitutional principle of States rights it is the inherent right of 
the several States to decide for themselves whether they will have only unit 
associations or whether they will permit branches. Florida having decided that 
it will have only unit associations, it is an infringement of her inherent rights for 
Federal associations to Ope rate branches. 

4. The establishment and operation of branches by Federal associations gives the 
parent associations a monopoly to the exclusion of local groups who might desire 
to organize new associations in the areas served by such branches. 
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